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Safe COMBINATION 
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Safe home ownership is the first requisite of a good 
TITLE mortgage loan. Commonwealth Land title insurance 
; keeps the investment of both the home owner and the 
INSURANCE): mortgagee safe from the insidious threats of unknown 
makes any mortgage title faults. This title protection is provided with the 
@ safer investment friendly courteous service which has always 
been our cherished tradition. 





NWEALTH /LAND 





TITLE INSURANCE SINCE 1876 . . . ASSETS IN EXCESS OF $9,500,000 
Main Office: 1510 Walnut St., Philadelphia, Pa. 
TITLE INSURANCE IN PENNSYLVANIA, NEW JERSEY, DELAWARE, MARYLAND, MASSACHUSETTS, OHIO 
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Higgins Floors are wonderfully beautiful and WORRY-FREE 


DARK TONES: For use 
alone or in com- 
bination with the 
natural blocks as 
shown above, Hig- 
gins Block is made 
in the rich dark 
tone many decora- 
tors demand. 


UNFINISHED: For 


those who want 
the “custom” look 
of on-the-job finish- 
ing, Higgins Block 
is also available 
without factory pre- 
finish. 


For as long as a Higgins Block floor lasts— 
and that’s longer than most buildings—it 
cannot, physically cannot expand or con- 
tract; this means NO maintenance trouble. 
It’s prefinished, made to lay quickly and 
easily, and to be walked on as soon as it’s 
down; this means NO installation trouble. 
The woed made 

world famous in Higgins 


hardwood-hulled 
fighting boats 


One look tells the customer it’s as easy to 
care for as a new table-top. It tells him 
clearly, too, that the builder cares about 
quality materials—and that’s why Higgins 
floors sell houses, why they’re ringing up 
extra builder profits all over the country, 


with NO trouble. Write for details today! 
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BONDED HARDWoOo 


HIGGINS INDUSTRIES INC. — BOX 


FLOORS 


ANS 22 — PIONEERS AND 


81 NEW 
WORLD’S LARGEST MANUFACTURERS OF INATED "HARDWOOD BLOCK FLOORING 
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Some homes are old 
before they are sold 
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protect your investments with 





Bettman Archive 


new Krigidaire Sheer Look appliances 


Ask your architect or builder—ask anyone in the building trades 
what best sells a house. You'll probably get a variety of answers. 
But—ask a woman house-hunter what she wants in her new home. 
Invariably, she'll start with the kitchen of her dreams... an 
open-plan family center, spacious but step-saving, with colors that 
sing and convenience features that make housework easy to live 
with. But, most of all, milady will insist on a complete kitchen 
that is truly modern—all-new clear through. New home buyers 
can now have exactly that—a built-in labor-saving beauty of a 


§ 





REFRIGERATORS © ELECTRIC RANGES © BUILT-IN COOKING TORS 
* WALL OVENS © FOLO-BACK SURFACE UNITS © DISHWASHERS © 
FOOD FREEZERS © ELECTRIC WATER HEATERS © ELECTRIC DRYERS 
© AUTOMATIC WASHERS © FULL-HOME AIR CONDITIONERS © 
GAS & OIL FURNACES © ROOM CONDITIONERS © DISPOSERS 
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IN ‘57 GO 


FRIGIDAIRE 


DIVISION OF GENERAL MOTORS CORPORATION 


kitchen that puts the new in home—with trend-setting Frigidaire 
“Sheer Look” built-in and free-standing appliances .. . aids to 
better living which break completely with the past. 

See for yourself how Frigidaire kitchen and laundry products, 
heating and cooling equipment, too, protect your real estate 
investments. Add up-to-date saleability and future marketability 
to homes in every price level. Call your Frigidaire Builder Sales 
Representative at the nearest Frigidaire Sales Corporation or 
Frigidaire Distributor’s Office. 


DAYTON 1, OHIO 











MBA 1957 Calendar 


April 30-May 1, Mortgage Servic- 
ing Clinic, Biltmore Hotel, Los Angeles 


May 15, Board of Governors Meet- 
ing, Golden Gate Hotel, Miami Beach. 

May 16-18, Southeastern Mortgage 
Clinic, Golden Gate Hotel, Miami 
Beach 

June 23-29, School of Mortgage 
Banking, Courses I and II, North- 
western University, Chicago 

June 30-July 6, School of Mortgage 
Banking, Course III, Northwestern 
University, Chicago 

July 28-August 3, School of Mort- 
gage Banking, Course I, Stanford 
University, Stanford, California 

August 4-10, School of Mortgage 
Banking, Course II, Stanford Uni- 
versity, Stanford, California 

September 23-26, Electronic and 
Tabulating Equipment Servicing 
Clinic, Hotel Commodore, New York 

November 4-7, 44th Annual Con- 


vention, Statler Hilton Hotel, Dallas - 


>> AVAILABLE: These MBA Cer- 
tificate of Merit award works— 

Project Construction Financing by 
George Robert Monroe, Secretary, 
Monarch Investment Co., Wichita. 

The Mortgage Banker of Yesterday 
and Today by G. J. Hoffmann, Jr., 
Treasurer, Stockton, Whatley, Davin 
& Company, Jacksonville, Florida. 

The Motel Story by Jerry B. Frey, 
Jr., The Brown-Frey Mortgage Com- 
pany, Dallas. 

Simplified Mortgage Service Ac- 
counting Procedures by John K. 
Benoit, Equitable Life Insurance 
Company of Iowa. 

Subdivision Development and Fi- 
nancing by J. Wray Murray, Com- 
monwealth Life Insurance Co., Louis- 
ville. 

Direct Placement of Industrial Se- 
curities by Mortgage Bankers by Wal- 
ter Mahlstedt, Teachers Insurance 
and Annuity Association of America. 

Mortgage Loan Analysis of Retail 
Properties by Robert P. Russell, T. J. 
Bettes Company, Houston. 

Auditing the Loan Correspondent 
by D. R. Olson, Equitable Life Insur- 
ance Company of Iowa, Des Moines. 
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11! West Washington Street, Chicago 2 100!—I5th St., N.W., Washington 5, D. C. 


Tue Morrtoace Banker is distributed monthly to members of the Mortgage Bankers Association 
of America. Opinions expressed are those of the authors or the persons —— and are not necessarily 
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TITLE INSURANCE SERVICE CAN BE ACCURATE, TOO! 





Close to being right doesn’t count when it comes to insuring real 
estate titles. Many of the country’s foremost mortgage bankers have 
learned to depend on Louisville Title. They know they'll get accu- 
rate service, based on their exact requirements. 

Let us work out for you a customized title insurance service that 
fits your needs exactly. This type of service is proving of great value 
to mortgage bankers, life insurance companies, lawyers, builders, 
and developers. 

Louisville Title is recognized as one of the nation’s leading title 
insurance companies. We’d like to send you complete information 
about our service. 


* Cc 
y= ——~ . 
> GT. LOvISVILLE TITLE INSURANCE COMPANY 
> INSUIRAN( E : HOME OFFICE © 223 S. FIFTH STREET © LOUISVILLE, KENTUCKY 
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National homes mortgages are 
sound long-term investments 


Designed and built for lasting beauty and service, 

National homes retain their salability through the years. 

With dozens of floor plans and hundreds of variations created 
by Charles M. Goodman, AIA, the nation’s foremost residential 
architect, National Homes builder-dealers can offer homes 
that fit the families’ needs and protect property values. 


Combined with quality construction throughout, this 
variety of design is an additional reason why more than 
600 banks, insurance companies, building and loan 
associations and other lending institutions—including the 
largest in the nation—invest in National home mortgages. 
Such factors assure sound returns, always. National Homes 
Corporation, Lafayette, Indiana. Plants at Lafayette, 
Indiana; Horseheads, New York and Tyler, Texas. 








ONE OUT OF EVERY 48 HOMES BEING BUILT 
IN AMERICA TODAY IS PRODUCED BY. 
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MEANS 
PROTECTION 


Licensed to do business in the following states: 
Arkansas ® Florida ¢ Georgia ® Indiana © Kansas ® 


Louisiana ® Mississippi ® Missouri ¢ Nebraska 
Oklahoma @ Illinois (certain counties) ¢ Alabama 


TITLE INSURANCE CORPORATION 810 Chestnut MAin 1-0813 
of St. Louis, McCune Gill, President 10 South Central PArkview 7-813! 
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rae Daffled wxasx 


Granting that insurance protects 
the mortgagor against loss, it’s a fact 
that insurance does not protect him 
from the headaches of adjustment. 


This is a picture of a home building 
material that successfully withstood 
the devastating tests conducted by the 
Atomic Energy Commission at Yucca 
Flat, Nevada. Yes, it’s rugged, fire- 
resistant concrete masonry. 


In this test, all of the houses except 
those of reinforced concrete and con- 
crete masonry were demolished or ir- 
reparably damaged. These houses suf- 
fered no majorstructural damage. Only 
the doors and windows were blown out. 


When you invest your funds in 
long-term mortgages on houses, you 


naturally become interested in the 
strength of the building materials used. 


To be safe, the house must stand up 
for the life of the mortgage. The high 
resistance offered by a concrete ma- 
sonry house to all types of destructive 
forces makes it a logical choice for 
protecting your long-term loans. 


Concrete masonry resists fire, decay 
and termites—which all can cause 
heavy losses. Its use is especially rec- 
ommended in areas where tornadoes, 
hurricanes, high winds or earthquakes 
are a recurring and serious hazard. 


It’s much safer to keep mortgage 
funds invested in concrete masonry 
houses. Their long life and slow de- 
preciation keep maintenance costs low, 
resale values high. Loan payments are 
more certain when money doesn’t go 
for repairs. 

For that extra-safe place for your 


mortgage funds, nothing compares 
to a house built of concrete masonry. 


PORTLAND CEMENT ASSOCIATION 33 West Grand Avenue, Chicago 10, Illinois 


A national organization to improve and extend the uses of portiand cement and concrete through scientific research and engineering field work 
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PROTHCTIEON * 


*There is no better protection 
for a mortgage than obtained 
with title insurance by Amer- 
ican Title. 


Licensed to write title insurance in— 


ALABAMA * ARKANSAS + COLORADO + FLORIDA * GEORGIA + INDIANA + KANSAS * KENTUCKY 
LOUISIANA * MICHIGAN + MINNESOTA + MISSISSIPPL + MISSOURI * MONTANA + NEW MEXICO 
NORTH CAROLINA * NORTH DAKOTA + OHIO * OKLAHOMA + SOUTH CAROLINA + TENNESSEE 
TEXAS * WEST VIRGINIA + WISCONSIN * WYOMING + PUERTO RICO + VIRGIN ISLANDS 
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| 25 ACRES IN PASADENA 








as 
Im 1873, California residents were 
offered stock in a new land corporation 
called the “San Gabriel Orange Grove 
Association.” For each share of stock at 
$250, the buyer received 15 acres on 
what is now famous Orange Grove 
Avenue in Pasadena! 


Whatever it cost, 


California land is precious... be sure it’s safe, too! 


an An investment in California property grows in value every year. This 
investment deserves the best possible protection. 

We have helped make California land safe since 1893. Throughout 
these 64 years of conservative management, our current assets have 
accumulated to more than $44,000,000. 

Here at Title Insurance, title service is fast, low-cost and dependable. 
Our Home Office has America’s largest staff of title specialists, plus 
the only complete land records of Los Angeles County ...in 14 other 
California counties we have title plants and experienced title men. 
Here at Title Insurance is the best safeguard for buyers and lenders. 

















America’s Largest Southern California’s Oldest 
Title Company Trust Company 


Title Insurance and Trust Company 


433 South Spring Street, Los Angeles 54 


California offices of Title Insurance and Trust Company in Bakersfield, Fresno, Independence, Los Angeles, Santa Ana, 
Santa Barbara, San Luis Obispo, Ventura, Visalia. Associated Company office in San Diego (Union Title Insurance and 
Trust Co.). Subsidiary pany offices in El Centro and San Bernardino (Pioneer Title Insurance and Trust Company) ; 
in Oakland and Hayward (Alameda County-East Bay Title Insurance Company) ; in Riverside (Riverside Title Com- 
pany) ; in the State of Nevada (Pioneer Title Insurance and Trust Company); in Portland, Oregon (*Title and Trust 
Company) ; in Seattle (*Washington Title Insurance Company). *List of counties available on request. 
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Take ddinmatece of this 


REINSURANCE SERVICE 





...On property 
anywhere in the 
United States 


A Reinsurance Service whereby Chicago Title 
and Trust Company assumes the excess of the 
risk of the local title company—on property lo- 
cated anywhere in the United States. You, the 
Wee lender, know that your title insurance policy is 
se. backed up by our financial strength. 

: Through our Referral Service, we also assist 
pian mortgage lenders in selecting the best qualified 
te local title company—wherever the property 
oe may be located. 








... AND : hi 
ND IN ILLINOIS FTeile tn Weixdehines 


Chicago Title Insurance Policies INSURED 


Issued locally in 78 cities—right where the property is located. Should 
anyone question the title as insured, Chicago Title and Trust Com- 


By 
pany takes over the defense, assumes the litigation cost, promptly CI | ICAGO TITLE 


settles any loss. AWN 1) TRUST 


MORE THAN A CENTURY OF EXPERIENCE ... 
MORE THAN TWICE THE FINANCIAL STRENGTH 
of any title company safeguarding Illinois real estate 


Chicago Title and Trust Company 


111 West Washington Street * Chicago 2 








COMPANY 
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alert mortgage bankers 


| Look to 


Appraisers, builders, home buyers, and lenders all recognize Hotpoint's great 
reputation—a reputation built on honest adherence to the highest standards 
of engineering, performance, manufacturing, and service. 

That's why financing agencies give maximum evaluation and higher mort- 
gages when homes include Hotpoint appliances. They know that Hotpoint 
appliances perform with maximum satisfaction—year after year after year. 

Hotpoint kitchens and laundries can be included in FHA and VA mort- 
gages—so they cost home buyers only a few dollars a month. 

For all of these reasons, the inclusion of Hotpoint appliances in a home 
works to everyone's advantage—home buyer, builder, realtor, and lender. 

For honest value and performance, you can't beat Hotpoint 
appliances! For details, contact your Hotpoint Distributor today! 


look 4 Hotpoint for te hint. post 


RANGES + REFRIGERATORS + AUTOMATIC WASHERS + CLOTHES DRYERS + DISHWASHERS 
DISPOSALLS® + WATER HEATERS + FOOD FREEZERS + AIR CONDITIONERS + CUSTOMLINE + TELEVISION 
HOTPOINT CO. (A Division of General Electric Company) 5600 West Taylor Street, Chicago 44, illinois 
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Wars Can Be Won, Depressions Licked But How Are We Doing in Sol ving 


The Problems of Prosperity 


OT LONG ago I was reading 
N the transcript of a hearing held 
late last year before a Congressional 
Committee on the always fascinating 
subject of money. Many matters were 
discussed in the give-and-take between 
Committee and the 
recent 


members of the 
witnesses—the pressure of 
heavy demands for capital and credit 
upon available supplies, the resultant 
rise in interest rates, the inability of 
individuals, busi- 


some borrowers, 


and governmental units, to 
satisfy all their needs, and, of course, 


the efforts of the Federal Reserve 


nesses 


depression. 


‘LAND TITLE? 


SERVICE 
COVERS 


eo Te 








ALLIANCE - CHARDON - CINCINNATI - 
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COLUMBUS - DAYTON 


By GABRIEL HAUGE 


System through its credit-restraint 
policy to resist upward pressure on 
prices. 

As the hearings drew to a close, 
a member of the Committee ad- 
monished the Federal Reserve offi- 
cials present to place first in their 
thoughts, “the maintenance of a 
sound people rather than a sound 
dollar.” 

That admonition has lingered in 
my mind and continues to haunt me. 
If the time has come to choose be- 
tween a sound people and a sound 
dollar, in the words of this legislator, 


More Americans are now at 





54 Years Ex 





tt 


~ ELYRIA 


work, 
producing more, earning more, spending 

more, investing more and building more than 

ever before in our history—all of which sounds like 

the attainment of a goal long sought. But it isn’t because, 

as everyone knows and as Mr. Hauge makes doubly clear, the 
problems of prosperity can be just as tough as those of 

: {s special assistant to the President and 
one of his principal economic advisers, finding 
solutions is his business. 


somewhere something has gone badly 
wrong in America. If history tells us 
anything—and history has been said 
to have more imagination than men 
—it is that a sound economy, a 
sound nation, a sound people travel 
the same road as a sound money, 
not different roads. 

The more I reflect upon the al- 
leged contradiction between a sound 
people and a sound dollar, the more 
aptly it seems to illustrate the con- 
fusion growing out of the somewhat 
novel set of problems facing 
country today as revealed by the Con- 


our 





Gabriel Hauge 


perience in Ohio Titles 
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gressional Committee’s inquiry into 
certain of the problems of prosperity. 

These problems seem all the more 
strange because for more than a gen- 
eration we were preoccupied with 
another set of problems—the prob- 
lems of depression and deflation. The 
Great Depression, that began in the 
early thirties, took a terrible toll in 
terms of human misery, of the de- 
struction of economic values and of 
blasted hopes. The years 1932-1936 
saw unemployment average over 11 
million. In the best year of the period 
unemployment was 17 per cent of the 
civilian labor force; in the worst year, 
25 per cent. As year after year 
dragged on, pessimism grew. Doubts 
spread as to the ability of our kind 
of economy to operate in a self-re- 
generative manner at high levels of 
employment, preduction and income. 
In Britain, a famous economist de- 
veloped a theory leading to the con- 
clusion that an economy like ours 
tends to settle out at less than full 
employment—a condition, he argued, 
that could be altered only by massive 
Government investment. 

In 1939, when World War II broke 
in Europe, there were 9,480,000 
Americans out of work. Clearly, eco- 
nomic policy during the Decade of 
Depression was pretty much a fail- 
ure. In that period the economy did 
get up off its face onto its knees, 
but it could never get to its feet. 

Then came massive Government 
orders for war. Production and in- 
comes rose and unemployment vir- 
tually vanished. The economy 
hummed. But upon the end of the 
war the fears for the future returned 
as the huge military expenditures fell 
away sharply. Contrary to many ex- 
pectations, the readjustment went 
rather well. But these favorable de- 
velopments were often attributed to 
special and non-recurring circum- 
stances—rapid reconversion of pro- 
ductive facilities, pent up consumer 
requirements, large public holdings of 
liquid assets, war-and-depression-de- 
ferred construction, large emergency 
overseas demands, and a policy of 
monetary ease. Greater stability of em- 
ployment than expected was achieved, 
though prices rose sharply. 

Before a return to normal condi- 
tions prevailed, the outbreak of hos- 
tilities in Korea in mid-1950 brought 
an increase in military expenditures 



































It is usually some long-past defect or over- 


sight in examining a title which “catches 
up” with the property owner or investor — 
unless his interests are adequately protec- 


ted by title insurance. 


A “search” to us means tracing the title 
chain to its origin —. To the banker who 
invests in mortgage loans, a TG&T policy 
guarantees against loss caused by undis- 
closed title irregularities. 

When making a loan secured by real prop- 
erty, avail yourself of our generations of 


experience — the facilities and resources of 


our eleven ably staffed offices. 


TITLE GUARANTEE 
3 and Trust Company 


HEAD OFFICE: 176 BROADWAY, N. Y. 38 * WOrth 4-1000 


TITLE INSURANCE IN NEW YORK, 
NEW JERSEY, CONNECTICUT, MASSACHUSETTS 
MAINE, VERMONT, GEORGIA 
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and an accompanying increase in con- 
sumer and inventory buying. The 
end of the Korean fighting in 1953 
was followed by a rapid reduction in 
military expenditures. This was seen 
in the drop of Federal Government 
purchases of goods and services from 
an annual rate of $61 billion in the 
second quarter of 1953 to an annual 
rate of about $48 billion in the third 
quarter of 1954. This, in turn, 
touched off a liquidation of inven- 
tories in 1953 which lasted into 1954. 
Again rising private expenditures 
stepped in, aided by a_ well-timed 
shift to monetary ease and by the tax 
reductions effective in 1954. The re- 
sult was a renewed surge of activity 
in the economy, which began in the 
fourth quarter to that year, strength- 
ened during 1955 and led into essen- 
tially boom conditions in 1956 and 
early 1957. 

I have recounted this bit of recent 
history in order to document a con- 
trast. Unlike most of those years, the 
economy now is operating without the 
artificial stimulus and control appara- 
tus of war or the backlog of civilian 
demands deferred from war. I do 
not mean to imply that military de- 
mands on the economy are negligible 
at present—far from it. The level of 
military expenditures is now running 
at about 10 per cent of gross national 
product, with an impact on some seg- 
ments of the economy far greater 
than that. This military requirement 
represents a forced draft element in 
the economy with significant implica- 
tions for the budget, for the alloca- 
tion of manpower and resources, and 
even for education and training. In 
fact, one of our major economic 
problems is the full incorporation into 
our economy of these national secu- 
rity demands that may be necessary 
for the long haul. However, having 
said all that, it is still true that our 
high prosperity is substantially a pros- 





Now ... New Revised Edition 
DIRECTORY OF AMERICAN 
SAVINGS AND LOAN ASSOCIATIONS 
First and only complete directory cov- 
ering U. S. and territories, District of 
Columbia, listing over 6200 institutions. 
Classified by State and City. Name of 
Association, location, key officials, as- 
sets, member Federal S & L Ins. Corp., 
member Federal Home Loan Bank Sys- 
tem. About 1500 dividend rates shown. 
256 page cloth bound volume. 
$25.00 postpaid. 10% cash discount 
Sample page on request. 
T. K. SANDERSON ORGANIZATION 
Directory Publishers 
200 E. 25th St. Annex Baltimore 18, Md. 
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perity of the private economy, fueled 
by private spending for private pur- 
poses, under conditions of balanced 
Federal budgets and a Federal Re- 
serve policy of credit-restraint. It 1s 
this kind of economy, in contrast to 
those dominated by depression and 
war over the past quarter century, 
that I have in mind when I speak 
of the problems of prosperity today. 

In one sense the policy decisions 
required in a depression economy or 
a war economy are less difficult than 


those required in our peacetime pros- 
perity. The ends are simpler, though 
the means to the ends are likely to 
prove equally difficult. In depression 
the objective is greater employment, 
production and income; there is little 
problem of choice as to where it 
should be encouraged, there is little 
problem of scarce resources, and there 
is not likely to be concern over price 
changes. The big problem is to ig- 
nite the fires of expectation and con- 
fidence in the future. Indeed, it was 
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the failure to accomplish this that 
left us with massive unemployment 
as late as 1939. 


In a wartime economy, expanding 
the volume of production is also a 
problem, but a greater one is priority 
use of resources for military require- 
ments. To that end the economy is 
subjected to a large degree of emer- 
gency central direction and control, 
both to achieve priorities and to cope 
with price inflation. Such direction 
and control have proved possible only 
because the people were willing to 
alter our system radically for the 
duration of a war emergency. Not 
only is this direct control approach 
impractical in a peacetime prosperity 
but wholly undesirable and contrary 
to the basic principles of our com- 
petitive market system. 


Today ours are the different prob- 
lems of prosperity. It is a fact that 
more Americans are at work, pro- 
ducing more, earning more, spend- 
ing more, investing more and build- 
ing more than ever before in our 
history. We are thankful for that— 
for the rock it forms on which to 
build our defenses and for the good 
things of life that it makes possible 
for us all. Needless to say, we want 
to keep this prosperity as the vehicle 
to a better life for all our people. 


When I say we want to keep this 
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prosperity, I want to make it clear 
that I have no illusions about trans- 
forming this economy of ours into 
something akin to a conveyor belt 
moving uninterruptedly to new peaks 
of production and employment. 
Currently, for example, we are wit- 
nessing some relaxation of the in- 
tense pressure that showed up in the 
economy late last year. As long as 
economic decision-making is decen- 
tralized in millions of farms and busi- 
nesses as it is in our society, we will 
experience some ups and downs. No 
free economy can abolish the business 


cycle. We can, however, properly 
seek by wise private and public poli- 
cies to keep our prosperity moving 
along a growth curve within a range 
of fluctuation marked by the general 
experiences of 1948-49 and 1953-54. 
There is reason to believe that a bet- 
ter understanding exists today of the 
underlying changes in the economy, 
that policy possibilities available to 
us are better and more widely under- 
stood and that confidence in the 
future—so indispensable to economic 
growth—has been restored. 


The best chance we have to keep 
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our prosperity in this sense is to keep 
it healthy. To keep it healthy we 
must seek solutions to the problems 
prosperity brings in its train: 
>> The threat of burning itself out 
through inflation and thereby sowing 
the dragon’s teeth of a later serious 
reversal 
>> The temptation to tamper with 
the market the name of 
improving the good times 
>? The encourage 
to help sustain a healthy expansion. 
The first of these problems is what 


system in 


need to Sav ings 


the President referred to in his last 
two Economic Reports as achieving 
prosperity with price stability. The 
threat implicit in this problem has 
been posed in recent times. We have 
that when we try to 
three pints of prosperity into a quart 


seen crowd 
container something is apt to happen. 
After remarkable 
bility, wholesale prices in the last year 
have risen 4 per cent, while consumer 


four years of sta- 


prices on the average have gone up 


labor market has led to a rise in 
money wages perhaps twice the gain 
in overall productivity in recent years. 


Over the past quarter century our 
experience with this problem of seek- 
ing prosperity with price stability 
under more or less normal conditions 
has been, as we have seen, very 
limited, indeed. That fact may con- 
tribute to apprehension in many 
quarters that in seeking this goal we 
will cause deflation, stunt economic 
growth, generate unemployment and 
impede the satisfaction of essential 
wants. It is clear that the deep psy- 
chological trauma of the depression 
years has not been fully healed by the 
economic success of the war and post- 
war period. Fears persist among some 
that the stimulus of extraordinary 
public and private spending in these 
years has yet to spend itself. To 
them prosperity is still viewed as a 
temporary and abnormal state of af- 
fairs that is pleasant but fragile, and 
that even modest attempts to mod- 








Obviously no one can know what 
is around the economic corner. Fight- 
ing inflation after the inflation tide 
has begun to ebb is an error, just as 
failure to fight it for fear of inducing 
a depression is an error. We should 
not be doctrinaire either way. We 
should be as interested and prepared 
to cope with deflationary chills as 
with inflationary fevers. For public 
policy this involves searching ques- 
tions of judgment and timing. 

I doubt that there is today any 
respectable support for a deliberate 
policy of creeping inflation as such. 
It is no longer argued, as it was some 
years ago, that the economy has to 
run a temperature to keep healthy. 
Rather the attitude on the part of 
some is that creeping inflation is a 
tolerable price to pay for avoiding 
unemployment and the other poten- 
tial difficulties I mentioned. 


I am aware of the fact that there 
are powerful economic groups in 
America which apparently think they 
can beat the rap of creeping inflation 
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whether for goods or services, faster 
than the rise of their costs. I admit 
that a dollar in today’s pay envelope 
seems more real than the loss from 
inflation in the value of savings to- 
morrow. | know that expansionary 
policies to raise prices appear attrac- 
tive to many farmers, even though 
one of the greatest sufferers from 
cost inflation today is agriculture and 
even though any inflation in times of 
heavy supplies is certain to raise 
farmers’ costs more than their sell- 
ing prices. I know, too, that many 
businessmen are disposed to believe 
that a higher net can be managed 
out of the cost-price advance. 

But I believe also that all these 
groups, along with other Americans, 
would prefer prosperity with price 
stability. Working men and women 
understand that cost-of-living wage 
increases are treadmill increases, not 
real increases. Farmers have seen in 
recent years the heavy impact on their 
net income of rising prices for the 
things they buy. Businessmen are 
talking more of “profitless prosperity” 
and the inadequacy of depreciation 
reserves in the face of today’s prices 

which is a way of saying they are 
losing Out in the cost-price race.- I 
believe the evils of inflation are some- 
thing that most Americans want to 
avoid if they can do so without hav- 
ing to pay the price of depression 
for it. 
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Within our conception of prosper- 
ity, our task is to widen the narrow 
path between inflation and deflation. 
We ought not to define so narrowly 
our goal of prosperity as to exclude 
temporary periods of adjustment. If 
we define any condition which is not 
inflationary as being deflationary, if 
we assume that all areas of the econ- 
omy must persistently operate at full 
capacity, and if we require sellers’ 
markets as the invariable objective, 
we shall have to resign ourselves to 
inflation as a national way of life. 
We must adjust our thinking to the 


realization that optimum prosperity 
and growth in the long run are not 
the same thing as maximum pros- 
perity and growth in the short run. 
Having so adjusted our thinking, con- 
fidence in the future is made more 
durable, and thereby it can become a 
more dependable and vigorous force 
for good times and for growth. 

The first step is this matter of atti- 
tude. We must reject the negative 
idea that our goal of prosperity with 
price stability is unattainable. Of 
course, we do not know for certain 
how perfectly attainable the goal is, 
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but equally we know of no basis in 
fact that it is not attainable. We 
should adopt as a basis for public 
and private policy the view that we 
can have prosperity and price sta- 
bility. 

A corollary to this viewpoint is that 
we regard the economy as a sturdy, 
though sensitive, mechanism capable 
of undergoing prudent restraint, when 
necessary, without being thrown into 
a tailspin. If we retain our depres- 
sion psychosis about the tendency of 
the economy to run down, we become 
resigned to a more or less perpetual 
pumping up of our prosperity 
hardly the way to keep it healthy. 

If the decade ahead promises to be 
a time when we shall be trying to 
overuse rather than underuse the 
economy, a decade marked by a 
shortage rather than a surplus of 
labor, then the objective of prosperity 
with price stability requires develop- 
ing and applying prudent restraints 
from time to time when an over- 
loading of the economy threatens 
widespread price rises. Such 
straints, within our basic system, 
should be of the most general sort, 


re- 






permitting a maximum of freedom 
to individuals. This is another way 
of saying they should operate through 
the market mechanism. These are 
the general monetary controls that 
affect the cost and supply of money, 
and the fiscal controls that operate 
through Government expenditure, 
taxation and debt management poli- 
cies. 

The problem of accepting these 
restraints on the demand-pull aspect 
of inflation has been illustrated by 
criticisms of so-called “tight” money 
in the recent past. When I hear 
certain versions of this criticism of 
the Federal Reserve credit-restraint 
policy I wonder whether some of those 
critics want to abrogate the Treasury- 
Reserve accord of March 1951 and 
return to the wartime system of 
pegged interest rates, supported by 
indefinite increases in the supply of 
money. Under such a situation, 
changes in the money supply would 
no longer bear any relation to the 
changes in the availability of men and 
materials. That system added many 
billions of dollars to our money sup- 
ply in the immediate postwar years 
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when the money supply was already 
too large, thus helping to propel the 
level of the consumer price index 
up from 77 in 1945 to 111 in 1951. 

I am quite aware that a credit re- 
straint policy creates a problem— 
there isn’t enough to go around, 
mainly for the reason that there 
aren’t enough resources to go around. 
The method by which credit is ra- 
tioned in the market is not going to 
be perfect. Some basically desirable 
needs are going to fail to qualify— 
for many reasons. There are going 
to be some uneven impacts, as there 
are in every aspect of our economic 
activity. And provided we do not 
tamper basically with the rationing 
of the market and act in such a way 
as to vitiate a generai policy of re- 
straint, I think it proper to have pro- 
grams, such as now exist, to recognize 
established national policy with re- 
spect to areas such as small business, 
agriculture and housing. I believe, 
too, that we must always seek ways 
to improve the arrangements by 
which monetary policy is carried out 
in the interest of enhancing its effec- 
tiveness. To that end the President’s 


suggested National Monetary Com- 
mission could serve a vital purpose. 

With regard to fiscal policy, it is 
clear that at such times of pressure 
on the economy as registered by the 
price thermometers, public spending 
and demand for resources should be 
strictly limited to what the needs of 
the country imperatively require, rev- 
enues should be in excess of expen- 
ditures and public debt management 
should not contribute to the shortage 
of savings to meet investment de- 


mand. 
A major objective of this Adminis- 
tration, when it assumed govern- 


mental responsibility four years ago, 
was to regain contro! of the federal 
budget. The budget was brought into 
balance in the last fiscal year. It 
will be balanced in this fiscal year. 
Another balanced budget has been 
proposed for 1958. Moreover, the 
Administration is actively seeking 
ways by which the fiscal burden can 
be reduced in order that people may 
keep more of their income to spend 
or save as they see fit. 

While these general monetary and 
fiscal controls can create a climate 





in the economy favorable to our goal 
of prosperity with price stability, I 
think it is fair to say that they need 
some help. This help should not be 
sought in the direction of direct con- 
trols over wages, prices and mate- 
rials. To seek help there would be 
to confess failure of our system to 
achieve the goal we desire. Rather 
help should come from the direction 
the President marked out in his Janu- 
ary messages. 


You will recall that he sought to 
enlist the aid of labor and manage- 
ment to help contain the cost-push 
to inflation. He asked that these 
leaders of our industrial economy 
consider the consequences for us all 
of their wage bargaining, of the im- 
pulse their decisions could give to the 
cost-price ratchet. He urged that their 
long-run as against their short-run 
self-interest be their guide. 

The President's appeal has had 
something less than enthusiastic re- 
sponse. It has been called naive, 
impractical and visionary. Maybe it 
was—but I doubt it. A healthy pub- 


(Continued on page 34) 
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The Growth and Development of 
Mortgage Companies Since the War 


Nearly a quarter century ago, the mortgage industry began one of the most spectacular rises ever 
recorded for any industry in this country—a fact well known to everyone but precisely how 
great the recent growth has been for mortgage companies is told here for the first time. It is the 
story of the postwar rise of the mortgage companies based upon the first study ever made and, as 
such, represents a valuable research effort for the industry. The modern mortgage business, 

in many respects, dates only from the advent of FHA. Its growth has been continuous since then 
but, in recent years, the rise of the mortgage companies has been phenomenal. From 1945 

to 1955, Mr. Klaman’s data show, the number of companies nearly doubled. Mortgage company 
assets rose from about $160 million to an estimated $1.8 billion. At the end of 1955, 

loans serviced by mortgage companies were an estimated $20 billion, more than half again 

what they were in 1953 and three times the 1951 volume. This, then, is the recent history of 

U. S. mortgage companies. Mr. Klaman is an economist in the Division of Research and Statistics 
of the Board of Governors of the Federal Reserve System. He conducted this study, financed by the 
Life Insurance Association of America, while on leave to the National Bureau of 


Economic Research, during 1956. 


HE postwar decade has witnessed 

a number of basic changes in the 
structure and organization of mort- 
gage debt and markets, and in tech- 
niques and characteristics of mort- 
gage market operation. Throughout 
this period of change, institutions in 
the market have remained essentially 
the same as in the prewar years. 

The one major exception is the 

mortgage com- 
pany. 

Among current- 
ly operating insti- 
tutions, none is 
more clearly a 
product of the 
changing postwar 
market frame- 
work, nor has been 
more closely asso- 
ciated with new 
market techniques and characteristics 
than the mortgage company. Because 
its business consists essentially of orig- 
inating and servicing mortgage loans 
for institutional investors, it may be 
appropriately characterized as a sec- 
ondary financial intermediary. It is an 
institution which has changed radi- 
cally from its early predecessors; 
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which has grown apace with the de- 
veloping national mortgage market; 
which has facilitated the expansion in, 
and new uses of short term commer- 
cial bank credit in mortgage opera- 
tions; which has been a major instru- 
ment in the development and use of 
new mortgage commitment tech- 
niques; and which has provided a 
bridge between primary and secondary 
mortgage markets. 

Despite the integral role and grow- 
ing importance of mortgage compa- 
nies in the changing postwar mort- 
gage market, very little quantitative 
or qualitative information has been 
available on their financial structure 
and mortgage operations, much less, 
in fact, than for any other type of 
financial institution active in the mort- 
gage market. For this reason, a major 
effort was made in the Postwar Capi- 
tal Market Study of the National Bu- 
reau of Economic Research to develop 
new data on mortgage companies, an 
effort which has met with a consider- 
able measure of success only because 
of the full cooperation of the Federal 
Housing Administration, the Mort- 
gage Bankers Association of America, 
and individual mortgage company 


executives of MBA member firms. 
The basic data in the National Bu- 
reau study were developed from two 


sources: 


>> Annual financial statements of 
mortgage companies for the period 
1945-55 filed with FHA and tran- 
scribed by this agency especially for 
this study, and 

>> A special questionnaire survey of 
the quarterly financial structure and 
mortgage operations of selected com- 
panies for the years 1953-55, 

In addition, to gain an insight into 
the developing history and structure 
of mortgage banking, as well as the 
nature and characteristics of current 
operations, interviews were conducted 
with mortgage company executives 
and others having wide knowledge of, 
and experience in, industry operations 
over several decades. This article is a 
summary of these statistical and quali- 
tative investigations. 

As we all know, before an institu- 
tion may deal in FHA-insured mort- 
gages, it must obtain approval from 
the FHA. To maintain “approved 
mortgagee” status, moreover, institu- 
tions not supervised by Federal or 
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State banking or insurance authorities 
must, among meeting other require- 
ments, file a financial statement at 
least annually with the FHA in Wash- 
ington. Because of these requirements 
and because the bulk of mortgage 
companies deal in FHA-insured mort- 
gages, FHA has become the sole re- 
pository of comprehensive financial in- 
formation on these institutions. In 
making data available for this study, 
FHA officials selected the necessary 
sample of institutions and transcribed 
the basic financial information while 
withholding identification of the indi- 
vidual institutions involved. 

The combined annual balance sheet 
of mortgage companies for the decade 
Table 1, is based 
on a complete transcription of sum- 


1945-55, shown in 


mary records of 298 companies with 
assets of $1 million or more in 1954, 
and on a 10 per cent sample of 556 
additional companies with assets of 
under $1 million in that The 
former group of companies held well 
four-fifths (83 per cent) of the 
assets of all 854 companies in 1954 
and about the same proportion in 
1945, thus assuring adequate coverage 
the financial 
status of mortgage companies for ear- 


year. 


ove! 


and representation of 


lier as well as later postwar years. Sev- 
eral adjustments to the raw data, nec- 
essary before final balance sheets could 
be derived, will be described in detail 
in a forthcoming paper of the Na- 
tional Bureau of Economic Research. 

In the special National Bureau mail 
300 
selected companies, annual balance 
sheet data from FHA were supple- 
financial data 
and information on mortgage opera- 


questionnaire survey of some 


mented by quarterly 


tions during the period 1953-55. The 
was planned and companies 
selected from 
the Mortgage Bankers Association of 
America. The survey was limited to 


survey 


with a strong assist 


the largest companies since it was 
clear at the outset that the response 
would be too small and irregular to 
maintain the representativeness of any 
Replies in varying 
degrees of completeness were received 
from 99, or about one-third of the 
companies surveyed, holding about 
one-fourth of the total assets of all 
FHA-approved mortgage companies. 
There was very close agreement be- 
tween the financial structure of the 
smaller number of surveyed companies 
and that of the larger number of com- 


sample design. 
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panies derived from FHA records. 
Details of adjustments made to the 
survey data will be given in the forth- 
coming paper referred to earlier. 


The origins of specialized mortgage 
banking in the United States are not 
altogether clear. Modern mortgage 
companies, as they operate today, their 
techniques and characteristics, may be 
said for all intents and purposes to 
date from the advent of FHA mort- 
gage insurance in 1934. The introduc- 
tion and wide acceptance of the VA 
mortgage guarantee program some ten 
years later contributed importantly to 
the extraordinarily rapid postwar 
growth of mortgage companies. 


Standardization of mortgage con- 
tracts, uniformity of and improve- 
ment in property and borrower ap- 
praisal techniques, and minimization 
of risk resulting from the introduction 
of Federal mortgage insurance and 
guarantee, reduced geographic bar- 
riers to mortgage investment by finan- 
cial institutions and enhanced 
gotiability of contracts. Life insurance 
companies in particular, legally less 
bound to local investments than other 
institutions, became strongly com- 
mitted to a national mortgage mar- 
ket program following an _ initial 
period of caution and testing with 
respect to the dual innovation of Fed- 
eral mortgage underwriting and long 
term fully amortized mortgages. For 
most insurance companies the prob- 
lem of acquiring and servicing out-of- 
state mortgage investments 
solved by appointing locally owned 
and operated mortgage correspond- 
ents rather than by establishing branch 
offices or subsidiaries of the parent 
company. The mortgage banking in- 
dustry undoubtedly owes a large part 
of its growth and character to this 
decision of the life insurance 
companies. 


ne- 


was Tre- 


basic 


For many decades prior to 1934, 
beginning perhaps with the land banks 
as far back as the 18th century, com- 
panies organized specifically to lend 
on mortgages or to arrange mortgage 
financing were in active operation. 
Four distinct types may be identified: 
>> Mortgage banks, originating and 
holding mortgages and issuing to the 
public their own obligations secured 
by these mortgages, 


>> Mortgage guarantee companies, 
originating mortgages and selling these 


and mortgage bonds, guaranteed as to 
principal and interest, to institutions 
and individuals, 

>> Mortgage loan companies, orig- 
inating and selling mortgages directly 
to investors, principally individuals, 
and 

>> Mortgage brokers, arranging 
transactions between borrowers and 
lenders without taking any direct in- 
terest in the mortgages. 

From these types of institutions to- 
day’s mortgage companies, materially 
altered in organization and structure, 
trace their origin. Few companies 
currently in operation, however, have 
a continuous history reaching back 
before 1930. Those in existence when 
FHA was established, shifted the focus 
of their activity from individuals to in- 
stitutional investors. Individuals are 
not permitted to deal in FHA-insured 
mortgages and the long term amor- 
tized mortgage generally was not well 
suited to their investment needs. 
Moreover, many mortgage companies 
became the direct representatives of 
institutional investors in local markets 
whereas formerly most companies in- 
itiated mortgage transactions on their 
own responsibility. Finally, mortgage 
servicing, not a significant part of 
early mortgage company operations, 
was a natural outgrowth of the wide- 
spread adoption of monthly mortgage 
amortization and became the basic in- 
come-producing activity of the mod- 
ern mortgage company. 

Accompanying the rapid rate of 
expansion in federally underwritten 
mortgage debt between 1945 and 
1955, was a remarkable rate of growth 
in the mortgage banking industry. 
The number of mortgage companies 
nearly doubled in this decade while 
commercial banks, savings banks, and 
savings and loan associations declined 
slightly in number. Far more spectacu- 
lar was the tenfold increase in mort- 
gage company assets from an esti- 
mated $160 million in 1945 to $1.8 
billion in 1955, as may be seen in 
Table 1. Among other types of finan- 
cial institutions active in mortgage 
markets, only savings and loan asso- 
ciations had a rate of asset growth 
anywhere near that of mortgage com- 
panies. In the second half of the 
decade, particularly, assets of savings 
and loan associations increased al- 
most as rapidly as those of mortgage 
companies, both more than doubling. 











ies 





The much more rapid growth of pri- 
mary and secondary financial interme- 
diaries specializing in residential mort- 
gage operations, compared with other 
types of financial intermediaries, is a 
clear reflection of the extraordinary 
expansion of the postwar home mort- 
gage market. 


The importance ard growth of 
mortgage companies, however, is not 
adequately measured by their assets. 
Consideration must especially be given 
to the volume of mortgage loans they 
service for investors. Estimates de- 
rived from this study suggest that by 
the end of 1955, the total volume 
of mortgage loans being serviced by 
mortgage companies was close to $20 
billion, more than half again the esti- 
mated 1953 volume, and more than 3 
times the mid-1951 volume reported 
to the Federal Reserve Board in con- 
nection with registration under Regu- 
lation X. 


The rate of increase in mortgage 
servicing by mortgage companies has 
been considerably faster than in total 
home mortgage debt outstanding, so 
that bv the end of 1955 mortgage 
companies were servicing close to one- 
fourth of the 1-to-4 family mortgage 
debt compared with about one-eighth 
in 1951.* Furthermore, the estimated 
volume of FHA and VA loans being 
serviced by mortgage companies was 
approaching one-half of the total of 
such loans outstanding at the end of 
1955, compared with little more than 
one-fourth in mid-1951. Finally, when 
comparison is made between mort- 
gage company servicing and home 
mortgage debt held by life insurance 
companies, mutual savings banks, and 
FNMA, for whom the bulk of all serv- 
icing is done, it appears that in 1955 
these institutions were having two- 
thirds of their total home mortgages 
and four-fifths of those federally un- 
derwritten serviced by mortgage com- 
panies. 

Perhaps the outstanding character- 
istic of the financial structure of 
mortgage companies is its relative sim- 
plicity. In originating and servicing 
mortgage loans for institutional inves- 
tors, mortgage companies use funds 
principally for closing mortgages and 
carrying them temporarily in inven- 

*Comparison is made with 1-to-4 family mortgage 
debt rather than with total mortgage debt, because 


the bulk of all mortgage company activity is in the 
home mortgage market. 





“More than any other type of financial institution, mortgage companies 
owe their extraordinarily rapid rate of growth to the introduction and 
expansion of federal mortgage insurance and guarantee. 

That the fortunes of mortgage companies are closely linked with 
federally underwritten mortgage programs is verified by the study on 
which this paper is based. The study showed that in each of the 


years 1953-55 nine-tenths of loans held, and from three-fourths to 


over four-fifths of loans closed, were V A-guaranteed or FHA-insured. 


“The future pattern of mortgage company development and 

growth will undoubtedly depend considerably on the future course 

of these federal credit aid programs. Should their size and 
importance diminish in the years ahead, mortgage companies might 
grow much less rapidly in the future than in the recent past. 
“Efforts to expand their conventional loan business substantially might- 
be blunted by competition from local lenders traditionally engaged 

in this type of operation, as well as by problems of marketing 

and servicing conventional loan for out-of-state investors. 

“On the other hand, some mortgage companies have thrived on a 
conventional loan type of business and the experience and techniques 
developed by other mortgage bankers in the origination of 
Federally underwritten mortgages may well be adapted to 
conventional mortgage lending. The market for this type of 


loan may thus be expanded greatly.” 
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tory. The chief source of funds to fi- 
nance this activity is commercial bank 
loans. Essentially, this financial pat- 
tern is typical for mortgage companies 
in all asset size classes, with a some- 
what greater specialization of uses and 
funds larger than 


sources of among 


smaller companies. 


Over the postwar decade mortgage 
and construction loans held by mort- 
ge companies increased from less 
than $100 million to $1.4 billion, a 
markedly greater rate of growth than 
in total assets or other components of 


gage 


assets. As a consequence, mortgage 


lending. Through most of the period 
under review, mortgage loan inventory 
accounted for between two-thirds and 
three-fourths of mortgage company 
assets. 

Paralleling mortgage loans as the 
chief use of funds, notes payable to 
banks have constituted the chief 
source funds the postwar 
years. Mortgage companies borrow a 
small amount of funds from non-bank 
sources, but these are estimated to 
have amounted to 5 per cent or less 
of their total borrowings in each post- 
war year. From a low of $61 million 


of over 


Of special interest as a reflection 
of recent mortgage market develop- 
ments, including the use of new mar- 
ket techniques, was the sharply rising 
importance of funds obtained by bank 
borrowing in 1954 and 1955, closely 
associated with the rising use of funds 
for mortgage inventory. During 1954 
and early 1955, funds for mortgage 
investment were readily available and 
institutional investors made heavy 
commitments to acquire mortgages. 
As capital markets began to shift from 
ease to stringency later in 1955 and 
tightened further in 1956, mortgage 
funds and regular take-out commit- 


loans increased their share in total in 1945, notes payable rose to $426 b rap ne 

assets between 1945 and 1955 from million in 1950 and to over $1.2 bil- = ares te oi ee nag 
‘ ; ° ee ) > r © > 

less than one-half to over three- lion in 1955. These sharp advances ‘ aR: 20 Ss ny, ew Coe 


fourths (table 2). This extraordinarily 
rapid growth reflects in part the un- 
usual character of the beginning and 
terminal years of the decade. the one 
a year of transition from war to peace 
with little mortgage activity, the other 


increased the share of notes payable 
in total liabilities and equities from 
less than two-fifths at the end of 
World War II to two-thirds 10 years 
later. In most postwar years mortgage 
companies have apparently financed 
close to 90 per cent of their mortgage 


ment techniques, developed in earlier 
years, were widely adopted together 
with a broadened usage of interim 
commercial bank financing. 

An increasing proportion of mort- 
gage and construction loans was orig- 
inated by mortgage companies under 





a year of great prosperity and unus- 


inventory through bank borrowing. “forward” and “standby” commit- 


ually rapid expansion in mortgage 
Table 1—Combined Balance Sheet of Mortgage Companies 
(Millions of Dollars) 

Assets 1945 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 
1. Total assets 159.9 285.8 354.7 346.5 472.2 730.8 692.6 861.1 955.9 1,202.3 1,822.3 
2, Cash (including escrows ) 300 359 42.7 46.7 58.9 82.6 113.7 127.8 151.3 170.0 225.0 
3. Mortgage and construction 

loans 71.4 181.4 248.8 237.3 326.5 535.7 454.1 597.8 623.6 844.6 1,372.2 
} Mortgage loans n.a. n.a. n.a. n.a. n.a. n.a. na. 490.5 501.0 643.0 1,113.8 
5. Construction loans n.a.  MN.a. n.a. n.a. n.a. n.a. na. 107.3 122.6 201.6 258.4 
6. Notes and accounts receivable 5.7 10.6 12.2 11.9 19.2 32.1 33.8 34.6 54.8 46.8 66.2 
7. Tithe I and other small loans 0.7 3.7 1.6 2.3 2.5 1.9 2.5 3.7 3.4 2.0 2.5 
8. Other current assets 25.4 18.6 16.4 13.9 15.9 17.1 17.8 18.1 20.0 23.2 25.3 
9. Non-current assets 26.7 35.6 33.0 344 49.3 61.4 70.7 79.1 102.8 115.7 131.1 

Liabilities and Net Worth 

10. Total liabilities and net worth 159.9 285.8 354.7 346.5 472.2 730.8 692.6 861.1 955.9 1,202.3 1,822.3 

11. Escrows 16.9 17.4 22 23 326. 5Si0 €9.3 82.0 95.5 108.7 142.9 

12. Notes payable, total 61.1 155.2 189.4 185.0 272.6 425.8 383.3 485.9 544.1 733.8 1,207.0 

13 To banks 58.0 147.4 179.9 175.8 259.0 404.5 364.1 466.5 522.3 711.8 1,170.7 

14 To others . 7.8 9.5 9.2 13.6 21.3 19.2 19.4 21.8 22.0 36.3 

15. Accounts payable 90 155 193 118 142 22.1 20.5 19.7 20.5 24.4 31.1 

16. Undisbursed mortgage loans 5.0 45 we @2ae Fal 66.7 2 S87 Sa2 61.1 115.8 

17. Other current liabilities 4.9 6.8 10.8 10.2 12.4 19.1 22.8 23.0 22.2 32.1 38.1 

18. Non-current liabilities 11.1 11.2 8.6 7.6 12.1 18.1 19.1 27.2 34.1 32.9 44.5 

19. Net worth 51.9 65.2 75.1 83.6 103.3 128.0 152.1 169.5 187.3 209.4 242.9 


Source: All data are based on records of the Federal Housing Administration except the breakdown of mortgage and construction 
loans and notes payable (lines 4, 5, and 13, 14, respectively) which are based on relationships indicated in the special survey of mort- 
gage companies. The breakdown of notes payable shown for years prior to 1952 is based on the general knowledge that the bulk of 
mortgage company borrowing has always been from banks and on the specific assumption that the ratio of bank to total borrowing 
was about the same as in 1952. The relationship between mortgage and construction loans, on the other hand, is subject to greater 
fluctuation, and in the absence of data for years prior to 1952, estimates would be considered hazardous. 
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mn ments, both types reflecting a current loan processing and delivery to ulti- veys, 75 to 90 per cent of commercial 
D- shortage of mortgage funds relative to mate investors were developed under bank loans outstanding to real estate 
r- demands. The forward commitment the general term of “warehousing.” mortgage lenders was to mortgage 
1g technique is one in which an institu- These variations essentially involved companies. The importance of com- 
1k tional investor obligates itself to ac- an extension of maturities, increased mercial bank interim real estate cred- 
ly quire specified mortgage loans from amounts of credit on a revolving fund its in postwar mortgage markets has 
ds an originator within a stated period basis, and loans backed by standby increased directly with the rapid 
4 of time running as far ahead as two rather than regular commitments. growth in mortgage company activi- 
re years. The standby commitment is one Without the support of extended in- ties. The data developed in this study 
id in which an institution agrees to pur-__terim financing from commercial on mortgage company notes payable to 
y chase mortgages at a price so far be- banks, mortgage companies could not _ banks, therefore, are a good measure 
S. low the prevailing market price that have operated effectively from late of the volume of commercial bank in- 
m there is little likelihood of its having 1954 through 1956. terim real estate financing in the post- 
id to take up the commitment. Such a , a supplementing data re- 
re commitment is given principally for ents continue as basic market tech. °°™tly made available by the Federal 
t- the fees associated with it. To a niques, mortgage companies may Reserve. 
tO builder or mortgage originator, the continue to operate with larger snven- Mortgage companies are able to 
t- advantage of a “standby” is that it tories than has been customary in the originate a volume of mortgage loans 
or makes it possible to obtain construc- ast holding committed mortgages for substantially larger than their own 
>] tion financing when regular commit- principals or seeking permanent in- "esources would permit because loan 
m ments are unavailable and provides  estors for mortgages created under Closings are typically based on firm in- 
time to find a permanent investor for  “.¢andbys.” In any event, whether op- Vestor commitments to purchase, and 
t. mortgages to be created. erating with a smaller or larger in- financed through bank borrowing. 
y- The effect of the new commitment ventory, mortgage companies will un- Few companies undertake to close and 
a1 techniques and the market stringency doubtedly continue to rely heavily on Sell a large proportion of mortgage 
t- on mortgage companies was generally commercial bank credit in the future loans = their own financial responsi- 
to require them to hold mortgages in 8 they have in the past. aamaty, wenety fows-Gitie os nen: 0 
net aS aap paar ; sponding to our survey indicated that 
inventory for a longer period than us- By the same token, commercial ae ; : 
ae : ; : . ; they closed at least 90 per cent of 
ual. Phis they could not do without banks active as interim real estate their loans only after receiving an al- 
appropriate commercial bank financ- mortgage lenders will depend on mort- _|ocation of funds or firm commitment 
ing. As a consequence, variations ‘of gage companies as their chief outlet from an institutional investor. Only 
the regular short term bank loan, long for such lending. In recent years, ac- among some of the largest companies, 
used to finance interim needs between cording to Federal Reserve Board sur- (Continued on page 36) 
5 
3 : : : 
0 
| Table 2—Combined Balance Sheet of Mortgage Companies 
- (Per Cent Distribution) 
: Assets 1945 1946 1947 1948 1949 1950 1951 1952 1953 1954 1955 
5 1. Total assets 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
3 2. Cash (including escrows) 18.8 12.5 12.0 13.5 12.5 iis 16.4 14.8 15.8 14.1 12.4 
.| 3. Mortgage and construction loans 44.7 63.5 70.2 68.5 69.1 735 6S @S Gz OS: 735 
t Mortgages n.a. n.a. na. Ma. n.a. n.a. na. 57.0 524 53.5 61.1 
5. Construction loans n.a. n.a. ne. 8. n.a. n.a. na 125 128 168 14.2 
6. Notes and accounts receivable 3.6 = 3.4 3.4 4.1 4.4 4.9 4.0 5.7 3.9 3.6 
3 7. Title I and other small loans 0.4 1.3 0.5 0.7 0.5 0.3 0.4 0.4 0.4 0.2 0.1 
9 8. Other current assets 15.8 6.5 4.6 4.0 3.4 23 2.6 2.1 2.1 1.9 1.4 
0 9. Non-current assets 16.7 12.5 9.3 9.9 10.4 8.4 10.2 92 108 9.6 7.2 
7 
3 Liabilities and Net Worth 
4 10. Total liabilities and net worth 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 
i ll. Escrows 10.6 6.1 6.3 7.9 6.9 7.0 10.0 9.5 10.0 9.0 7.9 
5 12. Notes payable, total 38.2 543 534 534 578 583 553 564 569 61.0 66.2 
rs 13. To banks 36.3 51.6 50.7 50.7 548 554 526 54.2 546 59.2 64.2 
14. To others 1.9 2.7 2.7 2.7 3.0 2.9 2.7 2.2 2.3 1.8 2.0 
15. Accounts payable 5.6 5.4 5.4 3.4 3.0 3.0 3.0 2.3 2.1 2.0 1.7 
‘ss 16. Undisbursed mortgage loans 3.1 5.1 8.2 6.0 5.3 9.1 3.7 6.2 5.5 5.1 6.4 
“a 17. Other current liabilities 3.1 2.4 3.1 3.0 2.6 2.6 $3 2.7 2.3 2.7 2.1 
of 18. Non-current liabilities 6.9 3.9 2.4 2.2 2.5 2.5 2.7 3.2 3.6 2.8 2.4 
ig 19. Net worth $25 238 22 M1 29 175 2B 197 964 We 5S 
~ 


Source: Derived from Table 1. 
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It’s a Myth That the ¢ 


URING a most recent snow- 
D storm, an article in my home 
town paper called attention to the 
fact that the town’s laws required 
homeowners to clear the snow from 
the 
state of 


course of 
affairs, 


their sidewalks. In 
lamenting this 
the reporter went on to point out 
that generally regarded 
snow-shoveling as an unproductive 
activity, because it accomplishes noth- 
ing that wouldn’t happen sooner or 
later in the natural course of events. 


sad 


economists 


From snow-shoveling to housing is 
only a step. How often 
have you heard the theory that our 
home-building industry is in trouble 
because we have “borrowed from the 
making it possible for 
houses really 


short, easy 


future” by 


people to buy who 


shouldn't? 

I know that this view is widely held, 
and I suspect that it may lurk be- 
hind the short shrift that home-build- 
ing is receiving today in some gov- 
ernment financial circles. 

“We've built toe mary houses, and 
we've sold them to too many people 
who should have been made to wait 


until the proper time”—that’s the 
way the argument runs. 

There are several things I don’t 
like about this argument. In _ the 


first place, it smacks very strongly of 
condescending judgment—one person 
concludes that another shouldn’t have 
a house 

In the second place, I don’t think 
the argument that we have built too 
many holds Judging 
from the fact that there are literally 
millions of substandard dwelling units 
in this country, some unfit to serve as 
doubt have 


houses water. 


whether we 
enough for 


pigsties, I 
built 
proper replacement. 


anywhere near 
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In the third place, I marvel that 
any one, in this modern age, can 
seriously criticize borrowing from the 
future. If some people weren’t will- 
ing to borrow for present use against 
other people’s saving for the future, 
there wouldn’t be a bank in existence. 

If a family is ready and willing to 
buy a house today, and if the mem- 
bers of that family are able to finance 
it, who on earth can say that they 
shouldn’t have it? 

Nevertheless, there are a great 
many supporters of the twin theories 
that (a) we have built too many 
houses; and (b) a lot of families have 
bought houses who really had no busi- 
ness to do so. 

Those who argue along these lines 
can cite as “proof” the statistics for 
1956. While the home-building busi- 
ness didn’t exactly collapse last year, 
it certainly sagged perceptibly. 

The number of housing starts in 
1956, as reported by the government, 
dropped about 16 per cent below the 
near-record levels of 1955. Housing 
starts are not completely adequate as 
a measure of the economics of home- 
building, and our Dodge construc- 
tion contract figures throw some in- 
teresting light on the 1956 pattern. 

According to Dodge Reports totals, 
the floor area involved in last year’s 
new housing didn’t drop off nearly 
as sharply as the number of units; 
and the decline in dollar volume of 
residential building was really very 
slight. 

What this means, in plain English, 
is that the average house built in 
1956 was larger than in 1955, and 
the average price tag was consider- 
ably higher. 

Also throwing some light on this 
situation are the figures on financing, 


By GEORGE CLINE SMITH 


which indicate that the entire drop 
in housing starts between 1955 and 
1956 came in the FHA and VA pro- 
grams; there was actually a slight 
increase in the number of conven- 
tionally financed houses. 


One fact about the current dip in 
housing activity needs to be kept in 
mind: there hasn’t been any drop 
in basic demand for new houses; ac- 
tually, there is evidence that the re- 
verse is true. (Effective demand is 
something else again—more of that 
later. ) 


There are nearly 3 million more 
people in the country than there 
were at this time last year. The 
number of marriages all through 1956 
was running ahead of 1955. More 
children were born in 1956 than in 
any other year of our history. Family 
incomes—real, or in dollar terms— 
are at an all-time peak. While there 
are absolutely no figures, it would 
seem very likely, what with booming 
highway building and other causes, 
that demolition, destruction, and de- 
conversion of housing units are tak- 
ing a greater toll than ever before. 
All of these factors should be exert- 
ing upward pressures on basic demand 
for new housing. 

There is obviously considerable 
slippage between basic demand and 
effective demand, because we are not 
building and selling record numbers 
of houses. 


I suppose that if i called for a 
show of hands on the question of why 
this slippage occurred, tight money 
would be the most popular answer. 
But it isn’t the only cause of declin- 
ing housing starts, and I’d like to 
look at a couple of others for a 
moment. 


For one thing, there is consider- 





ie Country Is Overbuilt 


Let’s dispel it once and for all, this constant harping on the possibility that the country is overbuilt, 


thus a little “credit starvation is a good thing.” 


Basic demand for housing is still here— 


and there has been no drop in basic demand, says Dr. Smith. What is bothering him most at 


the moment is what we are doing about the inflation business. “We are attacking the dragon 


of monetary inflation with the lances of tight money. The trouble is that we are attacking the 
wrong dragon. Monetary inflation is off in another part of the forest, minding its own 


business. We aren’t monetizing great new supplies of precious metals; we aren’t running off 


printing press money; and the federal debt is actually less than it was a year ago. What we have, 


it seems to me, is a new kind of dragon. Perhaps not really new but one which has grown to 


adult dragonhood so recently that we aren’t quite aware of it. This new dragon is wage 


inflation—the process by which wages are pushed upward faster than productivity rises,” he 
says. Dr. Smith is economist and vice president of F. W. Dodge Corporation and one of the foremost 


authorities on the building economy. He addressed ABA’s Savings and Mortgage Conference. 


able evidence that the home-building 
industry priced itself out of part of 
its market. We have already noted 
that the dollar decline last year was 
slight, compared with the drop in 
the number of housing starts, because 
houses carried higher price tags. I 
can think of at three reasons 
why house prices tended to rise in 
1956: 

>> We built larger houses. Part of 
this was because of the scarcity of 
financing for smaller houses, causing 
some builders to concentrate on larger 


least 


and more expensive conventionally 
financed homes. 
>> We attached 
equipment to the houses we built, fol- 
lowing the trend of the times toward 
mechanization; and because we also 
followed another trend toward at- 
taching these gadgets to the home 
mortgage, we raised the price tags on 
houses even further. 

>> But even if the 1956 
hadn’t been bigger and more lavishly 
equipped than their predecessors, they 
would still have cost more through 
just plain inflation. Most price levels 
were rising during 1956, and build- 
ing costs at least kept pace with the 
rest. Higher prices on building mate- 
land, facilities—and 


more and more 


houses 


rials, labor, 


money—combined to boost the cost 
of a finished house substantially. 

It seems quite likely that the com- 
bined effect of all these factors was 
to push the price of housing up faster 
than the rest of the economy was 
inflating. When any economic sector 
inflates more rapidly than the others, 
it bulges out like an army in a salient 

and like that army, it becomes vul- 
nerable to a counteraction. There we 
have at least part of the reason for 
the current dip in home-building ac- 
tivity. 

This brings us then to the remain- 
ing reason, tight money. 

There is a general belief that the 
responsibility for the current mone- 
tary situation rests entirely with the 
Federal Reserve Board and the Trea- 
sury. A basic reason for tight money, 
of course, is the tremendous demand 
for funds right now, in relation to 
the supply. 

The demand stems largely from 
two sources: the unprecedented high 
levels of business investment in new 
plant and equipment; and tremendous 
government spending both for capital 
investment and for routine programs. 
In this respect, all our layers of gov- 


ernment—federal, state, and local— 


bear a direct responsibility for the 
tight money situation and also for 
the trend toward inflation, because 
of their huge expenditures on the 
crest of a boom. 

In this situation, where business 
and government have been bidding 
up the price of money, the Federal 
Government then applies a specific 
policy of keeping money tight. The 
purpose, of course, is an attempt to 
control the very same inflation to 
which other agencies of government 
are diligently contributing. 

I’m afraid we may be trying to 
cure the disease with incor- 
rect medicine. 


wrong 


Few people have ever bothered to 
look up the word “inflation” in the 
dictionary. If you consult the big 
Webster, you may be in for a bit of 
a surprise, because it says that infla- 
tion is “a relatively sharp and sud- 
den increase in the supply of money 
or credit, or both, relative to the 
volume of business transacted.” It 
goes on to say that inflation is fol- 
lowed by a rise in prices. Note that 
inflation itself is not a rise in prices— 
it’s a rise in the money supply that 
is followed by a rise in prices. 

Inflations of this sort—the rela- 
tively sharp and sudden increases in 
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the supply of money and credit- 
have come in the past from sudden 
discoveries of gold and silver (as in 
the Spanish exploitation of Central 
South America in the 1500's) ; 
from printing press money (as in 
Germany after World War I); and 
from sharp increases in the govern- 
ment debt the United States 
in the past two decades. 


and 


as in 


Obviously, any attempt to control 
such inflation must center around re- 
stricting the supply of money and 
credit—that’s a truism that is hardly 
debatable. 

Of course, 
policy today is sincerely aimed in 
the direction of control. We 
are attacking the dragon of mone- 
tary inflation with the lances of tight 


government monetary 


such 


money. 
The trouble is that we’re attacking 


decade average hourly wages have 
gone up 71 per cent, while output per 
man-hour has risen only 28 per cent. 
The spread between these two figures 
can be taken out only in price in- 
creases, not only in steel but in the 
things that are made of steel. Of 
course, the process pyramids as other 
industries follow similar wage pat- 
terns. 

This is not a discussion of the labor 
problem in America. I don’t want 
to belabor this point of wage infla- 
tion, except to say that it exists. It 
has become a habit, and it is un- 
questionably responsible for much of 
the price increase of recent years. 
Maybe, in the political realities of 
the world we live in, it will continue 
to exist; perhaps there are no lances 
sharpened for this particular dragon. 


The question is this: Can measures 





Monetary infla- 


dragon. 
another 


the 
tion is off in 


wrong 
part of the 
forest, minding its own business. We 
aren't monetizing great new supplies 
of precious metals; we aren’t running 
off printing press money; and the 
federal debt is actually smaller than 
it was a year ago. 


What we have, it seems to me, is 
a new kind of dragon. Perhaps not 
really new, but one which has grown 
to adult dragonhood so recently that 
we aren’t quite aware of it. 

This new dragon is wage inflation 

the process by which 
pushed upward faster than produc- 
tivity rises. For example, by wage 
inflation I mean the type of thing 
that has happened in the basic iron 
and steel industry, where in the past 


wages are 
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aimed at controlling true monetary 
inflation operate to combat wage in- 
flation? 

If so, how? If tight money is the 
policeman, and wage inflation the 
delinquent, what serves as the night- 
stick? In what manner does the 
monetary policy operate to prevent 
steelworkers, for example, from ob- 
taining a wage increase beyond their 
increase in output? 

I think the answer lies in the profit 
squeeze which appears to be spread- 
ing through the economy today. I 
don’t see any other means of bring- 
ing the two together. 

This is at best a very indirect 
linkage. Moreover, it is bound to 
have serious side effects, not the least 
of which is the starvation of those 


industries most heavily dependent 
upon credit—housing, for instance. 

There will be plenty of people 
whose reaction is, “So what? Hous- 
ing is already overbuilt; a little credit 
starvation would be a good thing.” 

Unfortunately, when you starve the 
home-building industry today, you are 
starving a segment of the American 
economy which is bigger than most 
people realize. New construction as 
a whole is the nation’s largest fabri- 
cating industry, accounting for nearly 
11 per cent of our total national 
output; and even in spite of last year’s 
relatively poor showing, home build- 
ing amounted to about a third of 
total construction. 

But beyond this, much could be 
said on the subject of whether we 
have built too many new houses al- 
ready. To keep a proper perspective, 
here are a few things to remember: 
>> Home-building activity went 
through a 16-year depression, begin- 
ing in 1930 and ending in 1946. The 
country continued to grow during this 
period—and in the latter part of it, 
grew very rapidly. We began the 
postwar period with a huge backlog 
of unsatisfied demand, and much of 
our building since 1946 has been 
solely to make up for what we didn’t 
do earlier. 
>> On top of this backlog, the 
growth of the nation has been so 
rapid that an enormous volume of 
new construction has been necessary 
to keep up with current demand. 
>> Then, we still have millions of 
substandard dwelling units. As _ re- 
cently as 1950, one-fourth of the 
dwelling units in the United States 
lacked such a supposedly standard 
item of equipment as a flush toilet. 
In the New York metropolitan area 
alone, there were almost 200,000 cold- 
water units, and 142,000 without 
either a bathtub or a shower. It’s 
very hard for me to conclude that we 
are overbuilt when I come up against 
figures like these. 
>> The traditional restlessness of the 
American people is also an important 
factor in the demand for new hous- 
ing. Last year, about 9 million fam- 
ilies changed their place of residence. 
To the extent that they moved from 
farm or city to new suburbs, or to 
new areas of the country, they needed 
newly built houses. 
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>> Then, there has been a decided 
shift in family preferences in favor 
of home ownership and the single- 
family house of the type we are build- 
ing today. In the peak years of the 
1920’s, nearly half of the dwelling 
units we built were in apartments, 
while in the past few years, between 
80 and 90 per cent have been single- 
family homes. The single-family home 
is apparently what the people want 
today. 


>> Finally, we probably aren’t build- 
ing nearly enough homes for replace- 
ment. Most of the new units built 
each year can be accounted for by 
the net formation of new households. 
We don’t know for sure how many 
units are built for replacement each 
year, but typical guesses recently have 
ranged between 200,000 and 300,000. 
I have had intelligent men raise an 
eyebrow at the “enormous size” of 
these replacement estimates. Yet even 
at the “high” figure of 300,000 re- 
placements a year, it would take well 
over 150 years to replace our present 
stock of housing. Obviously, this re- 
placement rate is hardly what any 
prudent business man would follow, 
in his own depreciation policies—it 
figures out to barely over 2 per cent 
a year. 

So I think that, in truth, a case 
could be made for the thesis that 
we are underbuilding housing right 
now, in relation both to our needs 
and our long range capacity. Cer- 
tainly, we have not been overbuild- 
ing. The proof of this, I think, is 
in the vacancy rate, which is still at 
a rockbottom 2.6 per cent of avail- 
able dwellings and showing no tend- 
ency to rise. 

It is true that government insurance 
programs have permitted millions of 
families to become home owners 
who would not have been in the 
market under conditions of conven- 
tional financing. On the whole, these 
programs have done a great deal of 
good, and very little harm. The big 
trouble right now is that the rising 
price of money, combined with in- 
flexible interest rates on the insured 
programs, has reversed the situation 
and removed large numbers of fam- 
ilies from the effective market. 


The insurance programs, like the 
snow-shoveling I mentioned, provided 
a time utility—they made it possible 
to move forward the time at which 


millions of families were able to be- 
come home owners. This may be 
“borrowing from the future,” but 
that’s a common enough practice. In 
the current situation, we’ve tended 
to go back toward the other extreme 
of waiting for the snow to melt, due 
not to inertia but to a shortage of 
snow-shovels. 

It is quite simple to figure out a 
remedy: make the interest rates on 
the insured programs more flexible, 
for one thing. The trouble is that 
we are living in a political economy, 
and devising the remedy is nowhere 
near as difficult as enacting it. It is 
absolutely impossible at this stage to 
predict the direction which con- 
gressional action wil] take; but there 
is a distinct danger, because of the 
political realities, that some form of 
direct government lending may be 





















adopted. This is nothing more nor 
less than socialized banking — one 
more creep for creeping socialism. 
Let’s hope that this, of all possible 
congressional actions, doesn’t happen. 
There are several other possibili- 
ties. One is that we may recognize 
the excessively discriminatory effect 
that tight money policies, as an anti- 
inflation measure, have upon hous- 
ing, and take steps to ease them. 
Another distinct possibility is that 
business demand for funds will taper 
off. Our contract award figures for 
industrial and commercial buildings 
have been declining for many months 
(although it is true there was an up- 
turn in January). Fairly frequent 
stories have appeared of cutbacks in 
business expansion plans in recent 
months. The possibility of declining 
business investment should come as 





no surprise, in view of the profit 
squeeze which results from the appli- 
cation of monetary controls to wage 
inflation. 

A moderate decline in business de- 
mand for funds would be an ill wind 
that might blow some good for home- 
building, since obviously such a situa- 
tion would make mortgage invest- 
ments more attractive; that is, 
provided it doesn’t become so much of 
a decline that it has recessionary ef- 
fects. 

Last November, we said in our 
outlook for 1957 that we thought the 
number of housing starts this year 
would be about the same as last year’s 
1.1-million, with a slight upturn pos- 
sible toward the end of the year. Some 
housing analysts have been shifting 
their estimates sharply downward of 
late, but we aren’t ready to join them 


yet. The situation is very much in a 
state of flux; it can go either way, 
depending on a relatively small num- 
ber of political and economic changes. 


The American economy has a 
strong propensity toward good times 
and prosperity, according to a study 
of the swings of business activity in 
the United States from the begin- 
ning of the Republic to date. 

In this 167-year period, business 
activity has risen in 90 years and 
declined in 71 years, a ratio of close 
to five to four in favor of prosperity. 

In addition, business activity was 
steady in an aggregate of six years. 

The bias toward good times has 
improved since the nation’s earlier 
days. Business activity declined about 
as much as it rose in the period from 
1790 to the middle of the last century. 
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Factors Which Indicate 
More Money For Mortgages 


HE sharply increased demand for 

loans from real estate and busi- 
ness during the past two years has 
encountered a sluggish supply of sav- 
ings. True, the commercial banks 
could have made good the deficiency 
of savings if they had been given the 
reserves to support a large-scale ex- 
pansion of their loans and invest- 
ments. But the Federal Reserve banks, 
to combat inflation, properly refrained 
from supplying these added reserves. 
Because of the restrictive Federal Re- 
serve policy, the shortage of savings 
has not been relieved by an expansion 
of bank credit. 

In consequence, keen competition 
has developed between mortgage and 
business borrowers for the limited 
supply of loanable funds that has been 
available. Institutional investors that 
operate in both markets, such as sav- 
ings banks and life insurance com- 
panies, have been confronted with a 
plethora of offerings of both mort- 
gages and bonds at attractive yields. 
In most cases, they have not been able 
to satisfy all the demands made upon 
them. 


In any market, when demand ex- 
ceeds supply by a wide margin, it 
seems to the people concerned that 
shortages will persist indefinitely and 
that prices can go only one way 
upward. 


But economic history has taught us 
repeatedly that, in a free market, 
shortages tend to breed their own 
cure. Demand is discouraged by 
higher prices and the difficulty of 
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4 turn for the better may 

be coming for the market for 
mortgages. These are the 
reasons why, as analyzed by 
a savings banker 


securing supplies, while supply is ex- 
panded by more attractive prices. 

This holds just as true in the capi- 
tal market as in commodity markets. 

Hence, the shrewd mortgage man 
will now look below the surface of 
events for evidences of changes in 
demand and supply which could lead 
to a basic change in mortgage market 
conditions. The sooner he can discern 
a coming turn in the market, the eas- 
ier it will be for him to take timely 
steps to adjust his operations to the 
change. 

There are three main trends now 
in evidence in the economy that could 
bring substantial relief this year from 
the prevailing stringency in the mort- 
gage market. These trends are so 
significant that each calls for careful 
analysis at this time. 

The most important of these trends 
affecting the mortgage market is the 
decline in the volume of mortgage 
borrowing. 

The increased difficulty and higher 
cost of financing have discouraged 
home building and home buying. New 
housing starts have been declining 
steadily. They numbered 1.3 million 
in 1955 and 1.1 million in 1956. They 
are down to an annual rate of barely 
| million today, and the present trend 
is still downward. 

The full impact of this drop in 
housing starts is only now beginning 
Mr. Casazza is vice president of the 
Savings Bank Trust Company of New 
York and addressed the New York 
Mortgage Bankers Association. 
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to be clearly seen in the mortgage 
market because there is usually a lag 
between a decline in starts and an 
actual reduction in mortgage borrow- 
ing. Permanent financing is usually 
consummated on the completion of 
building. 

Last year, higher prices for homes 
and the rise in commercial building 
acted as partial offsets to the fewer 
housing starts. But, as the mortgage 
stringency has become more acute, 
lenders have come to look for larger 
down payments which reduce the 
amounts loaned, despite higher-prices. 
More recently, also, there have been 
indications that some plans are being 
curtailed for future commercial build- 
ing due in part to the discouraging 
effects of the mortgage stringency. 

Furthermore, the real estate market 
has become less active, so that there 
are fewer cases of refinancing of old 
mortgages with new liens in increased 
amounts. 

A decline in new mortgage borrow- 
ing is particularly effective in slowing 
down the rise in mortgage debt be- 
cause amortization payments on out- 
standing loans increase from year to 
year. Hence, it is logical to expect a 
considerably smaller net rise in out- 
standing mortgage debt this year, per- 
haps not much more than $13 billion 
as compared with the $14.8 billion 
total of 1956. 

The fact is that, while mortgage 
borrowing continued heavy in 1956, 
the trend in new loans had turned 
down at the start of the year. The 
increase in outstanding mortgage debt 





was $1.3 billion less than in the rec- 
ord year 1955. And the smallest in- 
crease was reported for the final 
quarter of the year. 

Mortgage borrowing constitutes by 
far the largest single source of de- 
mand for funds in our capital market, 
accounting for a third of the total 
rise in debt in recent years. A mate- 
rial reduction in the absorption of 
funds by mortgage borrowers contrib- 
utes substantially to a better balance 
between the demand for and supply 
of savings. When the demand for 
savings no longer largely exceeds the 
supply, the upward pressure on inter- 
est rates is lessened. 

A second current trend that could 
relieve the mortgage market is the 
growing evidence of some decline in 
business borrowing this year. This 
is extremely important because it was 
the combination of very heavy mort- 
gage and record business borrowing 
that produced the capital market 
squeeze of the past year. 

True, business spending upon plant 
and equipment is still at peak levels. 
Such outlays are expected to reach a 
$38 billion annual rate in the second 
quarter, compared with $35 billion 
spent last year. 

But plant and equipment expendi- 
tures are only one of several reasons 
why business has been borrowing so 
heavily. Others are expansion of in- 
ventories and a rise in accounts 
receivable. 

Last year, corporate inventories in- 
creased by an estimated $6 billion and 
accounts receivable by $8 billion. To 
finance this enormous expansion of 
current assets, caused by prosperity 
and rising prices, corporations had to 
draw heavily upon their cash _re- 
sources, to increase their borrowings 
from commercial banks by some $5 
billion, and to put out a record vol- 
ume of new bond offerings. 


Recently, however, there has been 


a strong tendency to halt the expan- 
sion of inventories and to slow down 
the rise in accounts receivable. In 
view of the decline in corporate 
liquidity and the increased difficulty 
of borrowing, this is not surprising. 
In addition, managements are con- 
fronted with a flattening out of the 
curve of general business activity, for 
there are sagging tendencies in such 
important segments of the economy 
as automobile manufacturing and 
home building and softness in prices 
of copper, lumber, textiles, steel scrap 
and some other commodities. 


Perhaps most persuasive of all, cor- 
porate profits in the final half of 1956 
were below the level of a year before. 
Corporate managements watch closely 
the rate of return earned on the in- 
vestment, and will be less willing to 
spend on new facilities if profits do 
not keep pace with new capital in- 
vestment in the business. This is es- 
pecially true where sales volume has 
been disappointing, so that there is 
less need for additional productive 
capacity. Moreover, since the turn of 
the year there has been a substantial 
decline in stock prices. Lower stock 
prices discourage business expansion 
because equity financing becomes 
more difficult. As a psychological in- 
fluence, a decline in the stock market 
fosters greater conservatism in both 
business and consumer spending. 

Several large corporations have also 
announced that they are deferring 
plant and equipment projects. For 
the most part, however, such projects, 
once undertaken, are carried to com- 
pletion. Hence, some time usually 
elapses between the adoption of more 
conservative spending policies by busi- 
ness and an actual decline in plant 
and equipment outlays. 

Regardless of the near-term trend 
in plant and equipment expenditures, 
the slackening of inventory and re- 
ceivables expansion alone should 
reduce total business borrowing re- 


“4 second current trend that could relieve the mortgage market 
is the growing evidence of some decline in business borrowing 

this year. This is extremely important because it was the 
combination of very heavy mortgage and record business borrowing 


that produced the capital market squeeze of the past year.” 


quirements as compared with 1956. 
However, this is likely to be reflected 
more in a slackening in bank borrow- 
ing than a reduction in bond financ- 
ing for the time being, due to the 
tight lending policies of commercial 
banks. But lessening of business de- 
mands upon commercial banks re- 
duces pressure on them to sell more 
government securities, and this will 
make for some easing of conditions in 
the money market. 


Less new borrowing by business 
this year, whether from the banks or 
the bond market, lessens competition 
from this source for loanable funds, 
and leaves more funds available for 
the mortgage market. 

A third trend of significance to the 
mortgage market is the revival of 
interest in bond investment among 
individual investors. 

In recent years, individual investors, 
as a class, have invested chiefly in 
Whatever bond buying oc- 
curred was concentrated in United 
States Government obligations and 
tax-exempts. 


equities. 


A spectacular change has occurred 
in the relation of stock to bond yields. 
Moody’s average of yields of 125 in- 
dustrial stocks was 6.82 per cent for 
1949, when Moody’s composite aver- 
age yield of corporate bonds was 2.96 
per cent, or less than half. By con- 
trast, last December the stock yield 
averaged 3.90 per cent and the bond 
yield was higher at 3.99 per cent. New 
offerings of bonds, moreover, have 
provided substantially higher yields 
than the outstanding issues that are 
used to make up the average. 

With new bond issues offering 
higher average yields than stocks, and 
with the outlook for corporate profits 
clouded, there has been a considerable 
revival of buying of corporate bonds 
among individual investors. There has 
also been much shifting from stocks 
to bonds in personal investment ac- 
counts by trust companies and invest- 
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ment counselors. At the same time, 
holders of United States savings bonds 
have been cashing them in large vol- 
ume and reinvesting the proceeds in 
marketable bonds at higher yields. 

Were it not for the broader demand 
for new corporate bond issues by in- 
dividuals, bond yields today would 
be higher. A stronger demand from 
individuals was responsible in no small 
part for the brisk buying of recent 
new issues, with many of them now 
selling at premiums. As fewer bargains 
in corporate bonds are offered finan- 
cial institutions, mortgage loans be- 
come relatively more attractive to 
them again. 

lo the extent that individuals invest 
in bonds rather than in stocks, there 
is correspondingly less competition 
from the bond market for the limited 
volume of new savings flowing into 
financial institutions. These institu- 
tions will thus have more money avail- 
able for mortgage lending 

One of the most baffling aspects of 
economic and financial forecasting is 
the timing of a major turn in trend. 

Even when we clearly see forces 
at work that will bring about such 
a turn, new developments may occur 
at any time to postpone or check it. 
Such contingencies may arise in the 
months ahead to postpone a relaxa- 
tion of stringency in the mortgage 
market. 

For example, Congress is giving 
consideration to reducing FHA down- 
payment requirements on houses* and 
to raising the present 4% per cent 
rate on VA guaranteed mortgages. 
Also, the borrowing authority of the 
Federal National Mortgage Associa- 
tion may be even further liberalized. 
In that event, mortgage debt might 
increase by a larger amount than we 
now have reason to expect. 

However, the increase in the FHA 
insured mortgage rate to 5 per cent 
late last year had little effect upon 
the volume of home building. At 
best, it will take some time to get 
builders to embark again on new 
residential developments for veterans 
on a large scale. Also, if money is 
provided builders by FNMA or by 
direct Federal lending, the funds will 
be raised by selling short-term obliga- 
tions of FNMA or the United States 
Treasury chiefly to the commercial 
banks. This will not absorb savings 


*Action has since been taken in this regard. 
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flowing into thrift institutions, al- 
though it will add to tightness in com- 
mercial bank lending and in the short- 
term money market. 

A second development that could 
check the trend towards greater ease 
in the capital market this year would 
be a seasonal upturn in business bor- 
rowing, especially in connection with 
the quarterly tax payments in March 
and June. The liquidity of our cor- 
porations is at the lowest point in 15 
years, due to heavy drains upon their 
cash resources last year to finance the 
enormous spending on new assets. 
Strained liquidity makes it necessary 
for many concerns to borrow more 
even for purely temporary needs. 


But total expenditures for plant, 
inventory and receivables, rather than 
mere seasonal fluctuations in require- 
determine how 


ments, will much 
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money business will have to borrow 
from banks and the bond market this 
year as compared with 1956. And 
there are strong reasons to believe, as 
we have seen, that total business 
spending will register a sizable drop 
this year, especially for inventories. 

To be realistic, we must recognize 
that the new trend away from strin- 
gency in the capital markets may not 
prove to be a one-way street. There 
may well be times when tightness will 
return for a while. 

But the current prospect is that a 
smaller rise in mortgage debt, a lesser 
increase in borrowing by business 
from banks and the bond market, and 
heavier absorption of bonds by indi- 
vidual investors will combine to create 
a trend towards an easier market for 
mortgage loans during the course of 
1957. 
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Up to this point, we have been 
looking at changes in the demand 
for and supply of investment funds 
in the capital market without taking 
into account the ever present possi- 
bility of an accompanying change in 
Federal Reserve credit policy. 

The Federal Reserve System has 
ample powers to add to or subtract 
from the supply of loanable funds 
through expanding or contracting the 
reserves of its member banks. During 
World War II, for example, it was 
only because member banks were 
being provided freely with additional 
reserves by Reserve Bank purchases of 
government securities that the Treas- 
ury could expand its debt by over 
$200 billion without raising interest 
Between 1941 and 1945, the 
commercial banks, because they were 
provided at all times with excess re- 
serves in large amount, increased their 
government security portfolios by al- 
most $70 billion. 

Conversely, if the Reserve banks 
had not held member bank 
reserves in the past two years by 
their open market operations, so as 
to force commercial banks to bor- 
row heavily from the Federal Reserve 
banks, there would have been a far 
greater expansion of bank lending 
to satisfy the enormous demands for 
credit that have developed. 

Following the turn of the year, the 
Federal Reserve banks sold Treasury 
bills and other short-term securities 
to mop up the added reserves that 
member banks obtained from the 
usual post-holiday return flow of cur- 
rency from circulation and from a 
gain in the nation’s gold stocks stem- 
ming from the Suez crisis. The Re- 
serve banks thus made sure that mem- 
ber banks would not be encouraged 
to expand their loans and investments 
because of an increase in reserves. 


rates. 


down 


But it cannot be emphasized too 
strongly that Federal Reserve policy 
is subject to change without advance 
notice at any time. Spokesmen for the 
system have asserted repeatedly that 
they operate on a “day-to-day” basis, 
and that they will change its policy 
just as soon as changed economic con- 
ditions call for such action. They 
seek to “lean against the wind,” as 
Chairman Martin has said. A shift in 
the economic wind will bring prompt 
shifts in policy. 

Whenever there is clear-cut evi- 
dence that building activity and busi- 


ness spending have turned downward 
to an extent that would spell the 
end of the business boom, we may 
be sure that Federal Reserve policy 
will veer from restraint to ease, just 
as it did with such notable effect in 
the summer of 1953. 

The Federal Reserve System, in 
other words, is not a free agent oper- 
ating in a vacuum. Rather, it is re- 
quired by law and policy considera- 
tions to promote economic stability 
by restricting credit in a boom, and 
expanding credit when a recession 
occurs or is seriously threatened. 

This means that a turn in the 


mortgage market caused by a less- 
ened demand or an increased supply 
of funds is likely to be both magni- 
fied and accelerated by a shift from 
restraint to ease in Federal Reserve 
credit policy. 
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THE PROBLEMS OF 
PROSPERITY 
(Continued from page 19) 
lic discussion has been stirred up. A 
good deal of research into produc- 
tivity and its relation to wages and 
costs and prices is being stimulated. 
[he general public that pays the 
price at the end of the production line 
may well be a little better represented 
as a silent partner at future major 
wage negotiations. And, finally, I 
believe the President kas caused many 
an American to reflect a little more 
on his responsibility, along with that 
of Government, for keeping this econ- 
omy on an even keel. It will take 
such a realization—that the whole 
problem of economic _ stabilization 
cannot be summarily dumped in the 
lap of Government—if we are to 

succeed in our objective. 

A second problem of prosperity that 
we must cope with is the tendency to 
use Governmental means to tampet 
with the market mechanism to im- 
prove the good times for the benefit 
of one group or another. Competi- 
tion is one of the great forces on 
which we must rely to keep our pros- 
perity healthy. These efforts to limit 
the operation of competition are 
fraught with peril for the economy 
as a whole. Such tendencies are 
understandable, of course, since un- 
der highly prosperous conditions gen- 
erally the failure of an industry o1 
firm to prosper proportionately may 
be regarded by that industry or firm 
as a crisis condition, and by others 
as a weak spot in our prosperity. I 
am impressed, where I sit, by the 
great number of proposals forthcom- 
ing in this time of high prosperity for 
the economy as a whole for reducing 
particular taxes, easing credit by di- 
rect advances or guarantees by the 
Government, abridging competition, 
purchasing of goods by Government 
at prices above the market, or other- 
wise artificially favoring the lagging 
members. Some of these proposals 
seem to be based on the idea that 
every structural maladjustment in the 
economy should be dealt with by an 
injection of easy credit. This sort of 
attitude, of course, represents a fun- 
damental questioning of the effective- 
ness of free markets and should bear 
a heavy burden of proof. So, too, 
must the attitude that every economic 
undertaking, whatever its nature o1 
circumstance, has a right to succeed 
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A free dynamic economy must pos- 
sess the resiliency to adjust to the ups 
and downs of its various segments. 
It is capable of what has come to be 
called “rolling adjustment,” where it 
takes in its stride the varying im- 
pacts of changes in demand and 
changes in technology. If Govern- 
ment ceases to create conditions that 
foster healthy change and adjustment 
and instead goes heavily into the busi- 
ness of designing and building com- 
petition-shelters, it will be badly serv- 
ing our hopes for a sound economic 
growth now and in the future. 

The year 1955 showed an increase 
over 1954 of $27 billion in gross 
national product measured in con- 
stant dollars. Though all major ele- 
ments except Government purchases 
contributed to this rise, expenditures 


for durable consumer goods and for 
new construction showed the great- 
est percentage increases. In 1956, 
however, expenditures for durable 
consumer goods and new construc- 
tion fell, led by automobiles and 
housing. Despite these declines, ex- 
penditures for producers’ equipment 
more than doubled their percentage 
increase of the year before, and gross 
national product in real terms in- 
creased a further 2.5 per cent. Here 
is a demonstration of real resiliency 
in the economy, compensating in 
some areas for declines in others and 
maintaining over-all growing prosper- 
ity at a high level. 

Over against this is the example of 
agriculture, which has twice during 
the last decade-and-a-half been called 
upon to meet emergency war-time 
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demands for food and raw materials. 
Readjustment of agriculture to peace- 
time markets has been a painful proc- 
ess. However, it will never be suc- 
cessfully accomplished if it is to be 
insulated by unrealistic, rigid price- 
support legislation from the market 
place where consumers express their 
preferences. We need to use market 
forces, not try to abolish them, in 
working our way out of the pressing 
agricultural situation. 

A third problem of prosperity is 
to encourage savings to finance a 
healthy rate of economic growth. 
[his requires a reorientation of some 
depression-born thinking, that the 
difficulty with our economy is over- 
saving and underconsumption. De- 
spite a record current volume, we are 
short of savings today in this coun- 
try compared to investment demand 
for savings, as evidenced by rising 
interest rates and the unsatisfied needs 
of sound borrowers. Nor do we want 
to bridge the gap between savings 
and investment by the creation of 
new bank credit. 

To cope with this need we must 
recognize the obsolete nature of some 
of our tax laws which were designed 
in the ’thirties to encourage consump- 
tion and discourage saving. When 
we next can enact some tax legisla- 
tion, we should realize that the era 
of economic bulb-snatching is over, 
that we require a tax system that will 
foster the savings needed to promote 
faster growth. Those who emphasize 
the part of savings in our national 
growth are correct, for they stress a 
factor in the gain in our 
material resources. It would be good 
for Americans to recall a motto of 
the savings movement in England, 
“Don’t spend in a week all you earn 
in a week.” 


strategic 


This emphasis requires, too, a re- 
turn of common sense to discussions 
of interest rates. These, of all prices 
in our economic system, still seem to 
be regarded by some as evil. Despite 
the fact that much of today’s saving 
is corporate and much of the rest 
is of a contractual nature not quickly 
responsive to changes in the interest 
rate, yet it is still true that higher 
rewards for saving will likely evoke 
more response. Those who are pre- 
occupied with the fact that interest 
is a cost, would do well to remember 
that it also is the wage for saving. 


Unless we get better understanding 


of this key fact we can impose a 
serious hobble on our own healthy 
economic growth. 

Our generation has before it a 
challenging opportunity. It is a 
chance to take another giant stride 
up the road of economic success for 
all our people. We have an unrivalled 
system of production and distribution, 
a system that has the support of the 
whole American people. We are 
trustees of this economic system whose 
prosperity we now enjoy. We must 
keep it healthy so that it may con- 
tinue to serve our needs and those of 
generations who come after us. We 
must conserve the fundamental mar- 
ket apparatus and incentives on 
which it is built, and resist the tink- 
erers and tamperers whose well-in- 
tentioned efforts can reduce it to 
mediocrity. That task will require 
both a mind to improve our system 
by remedying its faults and a sense 
of the limit to the load we may place 
upon it. Demanding as this task will 


be, the rewards will in like measure 
be great. 


>> 3.63% IN 1956: Rate of interest 
earned in 1956 on invested life insur- 
ance rose to 3.63 per cent—the ninth 
consecutive annual increase. 

This compares with a 3.51 per cent 
rate the year before. Rate of interest 
earned is figured after investment ex- 
penses, but before federal income 
taxes. 

Federal income taxes were in ex- 
cess of $263 million for the year, and 
brought the after-tax earning rate 
down to 3.33 per cent. This com- 
pared with 3.23 per cent in 1955 and 
2.88 per cent in 1947 when the all- 
time low point was recorded. 

While total invested life insurance 
funds rose 87 per cent in the past 
nine years and total earnings in- 
creased 135 per cent, federal income 
taxes in 1956 were 1,000 per cent 
greater than the tax payments of 
1947. 
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MORTGAGE COMPANY RISE 


(Continued from page 25) 


was it indicated that a significant pro- 


portion of loans was closed without 


firm investor commitments. 

The technique of originating mort- 
gage loans on the basis of fund allo- 
cations or firm commitments is pri- 
marily a postwar phenomenon. Prior 
to the war, operating on a much more 
limited scale, many mortgage compa- 
nies closed loans on their own respon- 
sibility, and financed a large portion 
of the loans so acquired through com- 
mercial bank credit while 
seeking permanent buyers for their in- 
ventory. Even after the war until the 
spring of 1950, when institutional in- 


lines of 


vestors were actively seeking loans in 
greater volume than were available, 
mortgage companies had little diffi- 
culty in marketing all the loans they 
could originate, and hence operated 
extensively without prior commit- 
ments. The change in market condi- 
tions following the Federal Reserve- 
l'reasury “accord,” and the intermit- 
tent stringency which has been a part 
of the capital market scene ever since 
has resulted in the widespread adop- 
tion of the prior commitment tech- 
nique as the basis of most mortgage 
company operations. At the risk of 
over-simplification, the situation may 
be summarized in the statement that 
the tighter the capital market, the 
greater the dependence of mortgage 
company operations on investor com- 
the easier the market the 


less the dependence 


mitments: 


Che basic nature of mortgage com- 
pany operations, as well as the influ- 
ence of capital market changes on 
these operations, are interestingly re- 
flected in short run movements in 
mortgage inventory. While subject to 
shortcomings inevitable in a mail 
questionnaire survey, quarterly data 
obtained in this study provide useful 
guideposts of mortgage company ac- 
tivities during periods encompassing 
both stringency and ease in capital 
markets. 

During the four quarters of 1953, 
mortgage inventory 
changed little, even as earlier pressure 


the volume of 


on capital markets was giving way in 
the second half of the year to market 
ease and general declines in interest 
rates. Beginning early in 1954, as in- 
vestors became increasingly active in 
mortgage markets amidst a setting of 
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continuing credit ease and declines in 
competitive interest rates, mortgage 
inventory of mortgage companies 
grew rapidly and without interruption 
through the third quarter of 1955. A 
leveling off in the last quarter of 1955 
reflected an earlier reduction in the 
unusually high rate of new investor 
commitments and sale of completed 
mortgages from inventory. 

These movements in mortgage hold- 
ings are suggestive of time lags in 
mortgage company activity following 
changes in capital market conditions. 
Not until after mid-1954, about one 
year after markets began to ease did 
mortgage inventory held by mortgage 
companies begin to expand rapidly. 
Between mid-1953 and mid-1954 in- 
stitutional increasing 
their allocations of funds and commit- 
ments for mortgages to mortgage com- 
panies. The largest part of these 
arrangements did not result in com- 
pleted mortgages until the third quar- 
ter of 1954 when the rate of mortgage 
inventory growth increased sharply, as 
did bank borrowing to finance loan 
While the rate of increase 


investors were 


closings. 


slowed thereafter, growth in both 
mortgage inventory and bank borrow- 
ing continued at a faster rate than 


that of total assets through the end of 
1955. 

Notwithstanding varying rates of 
change in mortgage company assets 
and mortgage inventory between quar- 
ters of different years, a rather definite 


seasonal pattern of operations seems 
to emerge from the data. The rate 
of growth in total assets, mortgage 
loans, and notes payable is successively 
larger through the first three quarters 
of each year and declines in the fourth 
quarter. This third quarter peaking 
results from the nature of the relation- 
ship between mortgage companies and 
institutional investors and the seasonal 
nature of building activity. 

There is little similarity of move- 
ment or consistent relationship be- 
tween changes in total home mort- 
gage debt and mortgage debt held by 
mortgage companies. There does, 
however, appear to be a definite com- 
plementary relationship between 
growth in mortgage company inven- 
tory and in mortgage holdings of life 
insurance companies, which dominate 
purchases of loans from mortgage 
companies. The greatest increase in 
life insurance company mortgage hold- 
ings occurs consistently in the fourth 
quarter of each year, reflecting chiefly 
acquisitions of government underwrit- 
ten mortgages. The clear implication 
is that the rate of growth in mortgage 
inventory of mortgage companies de- 
clines sharply in the fourth quarter 
of each year as life insurance com- 
panies increase their rate of acquisi- 
tion, especially of federally underwrit- 
ten mortgages in which mortgage 
companies concentrate their activity. 

The modern mortgage company is 
a closely-held, private corporation, 
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with a comparatively small capital in- 
vestment relative to its volume of busi- 
ness, subject to a minimum degree of 
Federal or state supervision, whose 
principal activity is originating and 
servicing mortgage loans for institu- 
tional investors. It is not unlike the 
municipal bond dealer or securities 
underwriter, carrying a temporary in- 
ventory with the help of short term 
bank credit. Adapting its operations 
to changing capital and money mar- 
ket conditions, and to new techniques 
in the mortgage market, the mortgage 
company has used traditional short 
term credit sources more intensively 
to supplement long term funds in 
periods of capital market stringency. 


More than any other type of finan- 
cial institution, mortgage companies 
owe their extraordinarily rapid rate 
of growth to the introduction and ex- 
pansion of federal mortgage insurance 
and guarantee. That the fortunes of 
mortgage companies are closely linked 
with federally underwritten mortgage 
programs is verified by the study on 
which this paper is based. The study 
showed that in each of the 
1953-55 nine-tenths of loans held, and 
from three-fourths to over four-fifths 
of loans closed, were VA-guaranteed 
or FHA-insured. The future pattern 
of mortgage company development 
and growth will undoubtedly depend 
considerably on the future course of 
these federal credit aid programs. 
Should their size and importance di- 
minish in the years ahead, mortgage 
companies might grow much less 
rapidly in the future than in the re- 
cent past. Efforts to expand their con- 
ventional loan business substantially 
might be blunted by competition from 
local lenders traditionally engaged in 
this type of operation, as well as by 
problems of marketing and servicing 
conventional loans for out-of-state in- 


years 


vestors. 

On the other hand, some mortgage 
companies have thrived on a conven- 
tional loan type of business and the 
experience and techniques developed 
by other mortgage bankers in the 
origination of Federally underwritten 
mortgages may well be adapted to 
conventional mortgage lending. The 
market for this type of loan may thus 
be expanded greatly. 

In the final analysis, expansion of 
conventional mortgage business by 
mortgage companies will depend on 


the ability and willingness of out-of- 
state investors to increase their activity 
in this area of lending if opportunities 
in the Federally underwritten field be- 
come limited. 

In any event the likelihood that the 
role of the Federal Government in 
mortgage and housing markets 
diminish in the ahead is 
very great. Mortgage insurance under 
FHA is already deeply entrenched in 
the American real estate scene and is 
likely to continue a basic part of Fed- 
eral economic policy regardless of the 
political party in power. The VA- 
guarantee program, however, is now 
scheduled to terminate for World War 
II veterans in July, 1958 having been 
extended from July, 1957. Whether or 
not this program will finally be ter- 
minated as scheduled will almost cer- 
tainly depend on economic conditions 
at the time. Moreover, the Korean 
GI Loan program is not due to expire 
until early 1965 and there is a po- 
tential of million veterans 
eligible for such loans. 


will 


years not 


some 6 


For the first time in more than a 
decade, farmers’ aggregate debts are 
on a par with their cash assets. Both 
totals are at new high levels, but 
debts have shown the greater rate of 
growth of the two in recent years, in 
common with the trend in the rest 
of the economy. 

The department of agriculture es- 
timates that farmers owed an aggre- 


gate of $20.7 billion at the beginning 
of this year in mortgage and non-real 
estate debt, including Commodity 
Credit Corporation loans. At that 
time, their combined holdings of cur- 
rency, bank deposits (checking and 
savings), U. S. Savings Bonds, and 
investments in cooperatives added up 
to an estimated $20.4 billion. 

Thus, when 1957 got underway, 
farmers had about 99 cents in cash 
for every dollar of debt. Relation- 
ships this low have not been seen 
since the early Forties. Back in 1950, 
for example, farmers had more than 
$1.40 in cash or its equivalent for 
every dollar they owed. The propor- 
tion was even higher at the end of 
World War II, reflecting wartime 
prosperity which enabled farmers to 
save more than ever before during the 
period and at the same time to reduce 
their debts to the lowest levels in 
years. 

However, the present relationship 
between financial assets and debts is 
still far better than it was in 1940, 
when farmers in the aggregate had 
only 50 cents in cash or its equivalent 
for every dollar they owed. Further- 
more, other savings and assets in agri- 
culture have increased greatly in re- 
cent years. Total agricultural assets, 
including the farm plant, are esti- 
mated at $176 billion as of the first 
of this year, up some $40 billion since 
1950 and more than three times the 
1940 total. 
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. WAS October, 1931—the world- 

wide depression was acute, banks 
were closing, foreclosures were brisk. 
Few loans were being made by private 
It was a dismal year for the 
mortgage industry. In Dallas, Texas, 
that month, at its 18th Annual Con- 
vention, the Mortgage Bankers Asso- 
ciation of America, representing the 
mortgage industry, was making a fresh 


lenders. 


start. It appointed a new secretary- 
treasurer, a certain gentleman from 
Chicago. 

That man was George H. Patterson 

the individual who has been largely 
responsible for the continued growth 
and prosperity of MBA, and who, in 
November of this year, at the As- 
sociation’s 44th Annual Convention, 
again in Dallas, will bring to a close 
the productive and distinguished ca- 
reer upon which he embarked more 
than 25 years ago. 

lo him—‘“Mr. Mortgage Banker,” 
himself—must go the major share of 
redit for contributing most to making 
MBA the organization it is today: one 
of the country’s top-ranking financial 
trade associations. 

At the notified of 
his appointment, Mr. Patterson was 
attending this 18th annual MBA Con- 
vention. As executive secretary of the 
Chicago Mortgage Bankers Associa- 
was addressing the national 


time he was 


tion, he 
group on local association activities. 
The Chicago MBA, incidentally, was 
then the largest local mortgage group 
in the country, with a membership 
of well over 100. 

On one point in his address, Secre- 
tary Patterson laid special emphasis: 
“The objective of all Associations is 
that of rendering service.’’ This 
strong, basic tenet though voiced 
originally in reference to local associa- 
applied with equal 
meaning to association management 


tion activity 


on a national scope, and has remained 
throughout his long service to MBA a 
fundamental principle of operation. 
Born in Chicago, Mr. Patterson 
spent his boyhood years in the north- 
shore suburb of Wilmette. As a stu- 
dent at Northwestern University, he 
studied law. Employed first with the 





Chicago Title and Trust Company, 
he next became associated with the 
Chicago Trust Company, which even- 
tually was to affiliate with the Cen- 
tral Republic Bank and Trust Com- 
pany and is, today, a part of the 
City National Bank and Trust Com- 
pany. Eventually, he joined the local 
Chicago MBA as executive secretary 
and, after one year, entered upon his 
new duties as secretary-treasurer of 
the national group. 

Indisputably, 1931 was a critical 
year for anyone to embark on a new 
undertaking, particularly one of such 
major responsibility and challenge; 
for, indeed, the future not only of the 
Association itself, but of the very in- 
dustry which it represented, was ob- 
scure. In accepting the challenge 
handed to him by the then MBA 
President Hiram S. Cody and his 
Association’s Board of Governors, Sec- 
retary Patterson entered upon a career 
which realistically enough, at that 
time—offered, along with any hope of 
achievement or success, the grim pos- 
sibility of failure. 

He brought with him, to the office, 
no special skills or training in the 
management of a national trade asso- 
ciation; and this he is the first to ad- 
mit, but he did bring with him his 
Chicago MBA experience plus liberal 
measures of resourcefulness, integrity 
and confidence in the future—and, 
very importantly, a well-founded 
knowledge of the mortgage business. 
Mr. Patterson’s entire career, prior to 
his affiliation with MBA, was in the 
mortgage field, a fact which enabled 
him to talk intelligently to mortgage 
men and to understand and inter- 
pret the problems and issues confront- 
ing the industry. And problems there 
were a-plenty! 





Although always a source of great 
alarm to mortgage bankers, even in 
normal times, the mounting tax bur- 
den, particularly upon real estate, be- 
came a major threat. This, together 
with the deflation in the market value 
of real estate, and in the decline of 
income property earnings, as well as 
the temporary lack of interest in farm 
and home ownership, provided the 






MBA’s Principal Architec 


chief sources of discouragement faced 
by mortgage bankers in those difficult 
depression days. 

There was no FHA, no FNMA or 
HHFA. HOLC was yet to appear. 
However, the federal government had 
made its first entry into the field of 
mortgage financing by establishing the 
Federal Land Banks. 

The mortgage business, as viewed 
today, presents an entirely new face 
from that which it offered in the “ter- 
rible thirties” at the outset of Secre- 
tary Patterson’s assumption of duties. 
In fact, during his years in office, Mr. 
Patterson has witnessed—and been a 
part of—a virtual rebirth in the mort- 
gage industry. And, as through the 
years, the industry has changed, 
broadened in scope and prospered, so 
the Association has kept pace. 

MBA started originally in 1914 as 
the Farm Mortgage Bankers Associa- 
tion, an organization composed ex- 
clusively of farm mortgage men. It 
wasn’t until 1926 that the accent 
shifted to city mortgages and the 
FMBA became just plain MBA, with 
emphasis on the urban aspect of the 
mortgage business. So, it was in- 
evitable that when the new secretary- 
treasurer officially took over the lead- 
ership, in December, 1931, the bulk of 
the Association membership was still 
largely concentrated in the central 
section of the country. Ultimately, 
however, once emphasis was placed 
on the city side of the business, ex- 
pansion began all over the country— 
initially in the Middle West, then in 
the South and East and along the 
Eastern seaboard states and, finally, 
in the Far West. 

Today, membership in MBA stands 
at over 2,000 and includes all the 
principal types of lending and in- 
vestor interests in the mortgage indus- 
try, including life insurance and title 
and trust companies, commercial and 
mutual savings banks and mortgage 
originators. It is the only national 
organization devoted exclusively to 
mortgage lending and investing. Back 
in 1931, the Association had 180 
members, the majority of whom were 
correspondents and life insurance 
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to Retire at End of Year 


GEORGE H. PATTERSON, secretary and 


treasurer of MBA since 1931, the man who, more than any other, has 


been responsible for the Association’s growth and achievements, will 


retire after the 1957 Convention. His career with the Association 


parallels the entire growth of the mortgage industry as we know it. When he 


assumed direction of MBA, its membership was less than a tenth of what 


it is today and the industry’s growth has been equally 


spectacular. A good impression of where we were at the beginning of the industry’s expansion 


and the progress achieved can be gained from the review of his career with MBA as presented here. 


companies. It had no mutual savings 
banks, practically no commercial 
banks, few title and trust companies 
and no mortgage brokers doing a na- 
tionwide business. 

During those days of struggle and 
uncertainty, MBA was a tiny, vulner- 
able unit with activities and interests 
far different from those engaged in 
today. It sponsored no regular publi- 
cations, it offered no educational pro- 
gram, it maintained no Washington 
representative, it had no_ regular 
schedule of regional meetings. Its one 
prime activity as an Association was 
its annual convention. And by Con- 
vention time, 1932——the Association’s 
19th and the first under Mr. Patter- 
son’s supervision, held that year in 
Niagara Falls—attendance was down 
to a sparse 197, in comparison to the 
402 who attended the Detroit con- 
vention in 1930 and the 334 in at- 
tendance for the Dallas meeting in 
1931. But even with attendance at a 
new low and morale but a notch or 
two higher, the miracle of it all was 
that in a period when many business 
organizations were cancelling outright 
their annual conventions, MBA — at 
least was “carrying on” as_ usual. 
This alone struck a chord of optimism. 

By early 1933, the national econ- 
omy was virtually paralyzed; but, 
gradually, as the year progressed, 
there was a slight upward swing. The 
attendance figure for the 1933 MBA 
Convention in St. Louis climbed back 
up to 417. 

In January, 1934, the turning point 
was reached in the national picture 
and, at the same time, MBA’s own 


growth began. HOLC had been cre- 
ated. And FHA was created by the 
National Housing Act of that year. 
From that time on, the government’s 
participation in mortgage lending be- 
came one of the important factors 
in real estate financing. MBA had 
some reservations as to the develop- 
ments of that hectic period but it 
approved the basic principles of longer 
term loans, regular amortization of 
principal and interest payments and 
other modern innovations which FHA 
has brought to the industry. 

Today’s total outstanding mortgage 
debt of $144.5 billion is a far cry from 
the $45.9 billion outstanding in 1931 
when MBA and Mr. Patterson came 
together. Comparably, MBA’s present 
annual budget of over $500,000—due 
principally to its expanded schedule 
of activities — is considerably higher 
than that first budget with which Sec- 
retary Patterson had to work; $10,000 
to cover all expenses, his own salary 
included. 

Fortunately, during those days of 
the lean budget, the small member- 
ship made it possible for all Associa- 
tion services to be prepared, processed 
and mailed directly from the Head- 
quarters office—which then, as now, 
was located at 111 West Washington 
Street. And an “office” was just what 
it was—one small room with just 
space enough to accommodate the 
secretary and one stenographer. 

Throughout his early years with 





By ROBERT J. BERAN 


MBA, Secretary Patterson traveled 
extensively about the country, fulfill- 
ing speaking engagements designed to 
“sell” the importance of membership 
in the Association and the benefits to 
be derived therefrom. He developed, 
too, the interesting technique of trav- 
eling far afield and visiting, person- 
ally, with the members in more re- 
mote sections, learning from them of 
likely member prospects. Acting upon 
these recommendations, he would visit 
them in turn in an effort to interest 
them in MBA membership. During 
the thirties and early forties, when 
both the industry and the Association 
went through a gradually accelerating 
expansion, it was these personal man- 
to-man contacts by the MBA Secre- 
tary-treasurer, which were to prove 
such effective instruments of member- 
ship recruitment. 

On many of these recruitment trips, 
the Secretary met for the first time 
the young men of that day, who 
though just starting out in the mort- 
gage field, were to develop through 
the years into leading mortgage ex- 
ecutives of our day—and, in several 
instances, assume, ultimately, the 
presidency of the Association. 

George Patterson’s career with 
MBA covers a span of nearly three 
decades. He has served, beginning 
with Hiram S. Cody in 1931, under 
26 different Association presidents. 
Those still currently active in Asso- 
ciation work, or whose firms are, in 
addition to Mr. Cody, include: W. 
Walter Williams, Owen M. Murray, 
L. A. McLean, A. D. Fraser, Byron 
T. Shutz, Dean R. Hill, Frederick P. 
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Champ, H. G. Woodruff, Byron V. 
Kanaley, Guy T. O. Hollyday, John 
C. Thompson, Aksel Nielsen, R. O. 
Deming, Jr., Milton T. MacDonald, 
Aubrey M. Costa, Brown L. Whatley, 
William A. Clarke. Wallace Moir, 
Lindell Peterson, and the current 
president, John F. Austin, Jr. 

Among those past presidents under 
whom he served, and who are now 
deceased, were: S. B. Nye, L. E. 
Mahan, C. A. Mullenix, 8S. M. Waters 
and James W. Collins. One other past 
president who remains active in the 
Association, E. E. Murrey, had served 
as president prior to Mr. Patterson’s 
taking office. 

In keeping with his conviction that 
one of the most important single serv- 
ices any association can render is to 
provide the proper vehicles for those 
within the industry to get together 
and mutually explore the problems of 
their business, Secretary Patterson 
rates successful meetings as the great- 
est single accomplishment of a suc- 
cessful trade organization. And under 
his capable guidance, MBA has at- 


tained over the years an enviable rec- 
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ord along these lines—for, today, the 
Association’s meeting schedule is as 
heavy, if not heavier, than that of any 
national organization in our general 
field. 

With each successive yearly series 
of regional meetings, attendance fig- 
ures have shot upward. In 1955, the 
Southern Mortgage Clinic in Birming- 
ham set what was then the attendance 
record for any regional meeting, out- 
side of the Chicago or New York Con- 
ferences. In 1956, the Southern Mort- 
gage Conference in Atlanta topped it, 
with a total attendance of close to 
800. And the 1956 Annual Conven- 
tion in Chicago set the top mark for 
convention attendance with a total 
of 2,975. 

During his term in office, the retir- 
ing Secretary has labored conscien- 
tiously and consistently to expand and 
enlarge upon the facilities which MBA 
has stood ready to provide its mem- 
bers. All thought and effort was di- 
rected toward one and only one focal 
point: the overall welfare and possible 
advancement of MBA. He has been a 


man ever alert to any change or trend 








in the industry itself which might 
have suggested the need for or pos- 
sibility of further service to the Asso- 
ciation as a group or to member firms 
individually. 

Among the many “firsts” which 
appeared during George Patterson’s 
career with MBA are: 

1940—the very first mortgage clinic, 
in Chicago, at the Hotel Knicker- 
bocker. And a tremendously success- 
ful meeting it was, due in a very great 
measure to the efforts and enthusiasm 
of the then MBA President, Byron T. 
Shutz. 

1945—first Senior Executives Con- 
ference in New York City, sponsored 
in conjunction with the Graduate 
School of Business Administration of 
New York University. This year wit- 
nessed the twelfth of these confer- 
ences, as well as the second such 
Southwestern Senior Executives Con- 
ference at Southern Methodist Uni- 
versity in Dallas. 

1946—establishment of the MBA 
office in Washington, D. C., and the 
appointment of Samuel E. Neel as 
Washington counsel. 

1946—origination of the MBA De- 
partment of Education and Research, 
directed initially by Frank J. McCabe, 
Jr., now assistant secretary-treasurer, 
and the man responsible for the de- 
velopment of MBA’s educational pro- 
gram to its present-day level of oper- 
ation. 

1948—-inauguration of the first in a 
series of Mortgage Banking Seminars 
at Northwestern University, from 
which was to emerge the more com- 
prehensive MBA School of Mortgage 
Banking, the Association’s answer to 
a long-recognized need for more for- 
malized training for the industry’s 
younger personnel, especially, and 
which made its initial bow at North- 
western University in June, 1954, and 
at Stanford University in July, 1955. 

1950 MBA Servicing and Ac- 
counting Department, which today 
in addition to its counseling services 

-sponsors, likewise, a series of special- 
ized servicing clinics about the coun- 
try. 

Modestly enough, Mr. Patterson re- 
fuses to accept sole credit for these 
many important innovations. He is 


Twenty-six of the 38 presidents who have 
headed MBA have served under George 
Patterson and have had the benefit of asso- 
ciation with him. John F. Austin, Jr. is the 
last president of the Patterson era of MBA. 
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the first to point up two factors, fac- 
tors which he claims rank paramount 
among the many contributions to the 
++ years of MBA’s successful growth: 
the high calibre of those men with 
whom the Association has been fa- 
vored to have as its presidents; and 
the very able men who comprise the 
official Headquarters staff. As he 
phrases it: “These men have each 
contributed substantially to the growth 
and cumulative success of the Associa- 
tion.” 

In reviewing his years with MBA, 
Secretary Patterson will not single out 
any one particular meeting or conven- 
tion as the one best or most outstand- 
ing. He prefers, rather, to look upon 
each as an additional step forward on 
the Association’s continued progress to 
its present-day high level plateau. He 
does point out, however, that MBA 
never once missed holding a national 
convention. Travel limitations during 
the war years did necessitate curtail- 
ment of the Association’s schedule of 
meetings, but the Annual 
Conventions were held as usual—al- 
ternating between New York and Chi- 
througout the war years, 1941- 


regional 


cago 
+5. 

One major travel highlight in his 
life occurred in 1951 
knowledgement of his 20th anniver- 
sary with MBA, the Association’s ex- 
ecutive committee voted him and Mrs. 
Patterson a special reward—a three 
weeks’ vacation trip to Mexico, which 
included stops in Mexico City, Aca- 
pulco and Taxco. Another highlight, 
though more strictly in a_ business 
sense, came in 1945 when he was 
made an honorary life member of the 
Mortgage Bankers Legion. 

Mr. Patterson holds membership in 
the Sons of the American Revolution 
and, also, the Society of the Cincin- 
nati, an organization composed orig- 
inally of officers who fought in the 
Revolution, and among whose found- 
ing fathers can be numbered General 
George Washington, himself, and the 
Marquis de Lafayette. A Connecticut 
ancestor of Mr. Patterson’s was one 
of the Society’s charter members. Mr. 
Patterson is also a Shriner, top Ma- 
sonic order, and was a former presi- 
dent of his local Kiwanis chapter. 

For some 30 years, home to the 
Pattersons—George and Cozetta— 
was the quiet, pleasant suburban town 
of Harvey, Illinois, 20 miles south 
of the downtown Chicago area. And 


when, in ac- 


for those 30 years, George Patterson 
commuted regularly to and from his 
downtown office. Today, he continues 
in the role of commuter but from 
Park Forest, another suburban com- 
munity even farther removed from 
Chicago. For the Pattersons sold their 
home and, temporarily, settled down 
in a comfortable apartment. This has 
been an interim measure to tide them 
over until the new home which they 
are building in Harbor Bluffs, two 
and a half miles south of Clearwater, 
Florida, will be ready for occupancy 
in October. 

While commuting, Mr. Patterson 
no doubt thinks ahead into the future 
and dreams of the days, not too dis- 





recreational activity certain not to be 
overlooked —though, admittedly, its 
full pursuit might prove a bit more 
difficult than before—is farming. 
Retirement for the Pattersons will 
be a time of quiet rest and contem- 
plation—punctuated by the stir and 
excitement of anticipated visits from 
their children and grandchildren. For 
the Patterson children—a son, George, 
Jr. and a daughter, Mary—are both 
married, with households of their own 
in widely separated sections of the 





country. 

George, Jr., sharing the family’s 
love of the soil, early decided he 
wanted to make agriculture his life 
work. He specialized in it at Purdue 


Appropriately, Secretary Patterson will officially bid goodbye to MBA in Dallas, the 


city where he 


became affiliated with the Association in 1931. These are the officers and 


board of governors with whom he was associated during his first year—and the photo was 
taken at that Dallas Convention more than a quarter of a century ago. Many are now 
deceased; and, as a commentary of what time does to memory and records, some of these 
cannot now be identified. Some, however, are still directly active in MBA affairs, such as 
L. A. McLean, Hiram S. Cody, Luther M. Miller and Frank C. Waples. Others, such as 
Holman Pettibone of Chicago Title & Trust Company, are with MBA member firms. 
W. Walter Williams, of course, is now Under Secretary of Commerce in Washington. 


Above: first row (left to right): Unidentified; Holman Pettibone, Chicago; Reade M. 


Ireland, Portland, Oregon; R. S. 


Beachy, Kansas City, Missouri; J. B. Sleeper, Topeka; 


Frank L. Bashore, New York; L. A. McLean, Louisville; George H. Patterson; Walter B. 


Kester, Chicago. 


Second row: William H. McNeal, New York; Hiram S. Cody, Winston-Salem; A. Y. 
Creager, Sherman, Texas; James W. Collins, Salt Lake City; Alpha A. Zinn, Indianapolis; 
Morgan Adams, Los Angeles; Luther M. Miller, Newkirk, Oklahoma; Unidentified; Roy 
S. Johnson, Newkirk, Oklahoma; W. Walter Williams, Seattle. 

Last row: Frank Waples Cedar Rapids, lowa; Two Unidentified; E. H. Boeckh, Cin- 
cinnati; Richard B. Hall, Washington, D. C.; Russell S. Byers, Indianapolis. 


tant, when he and Mrs. Patterson 
will have completed their “transplant- 
ing” to Florida and he will be free to 
indulge in one of his favorite pastimes 
—fishing. Chances are, too, that he’ll 
not neglect any of his other interests, 
either—which include photography, 
baseball (spring training camps do 
abound in that state) and working 
in a home workshop. One other 





University, graduated, and now re- 
sides on his parents’ farm near 
Hoopeston, Illinois, which with other 
lands is the ancestral home of Mrs. 
Patterson’s family. George, Jr. and 
wife, Suzanne, are the parents of two 
children—Ann Marie, 7 years old, 
and William Robert, 5 years old. Mr. 
and Mrs. Patterson, quite naturally, 
glory in the role of grandparents and 
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From its modern beginning in 1931, every 


2 2p 


year has recorded progress of some kind. 


During many of those years, some entirely new development occurred, such as the mort- 
gage servicing department; during other years, some other activity was expanded. One 
was the opening of a new MBA office and Past President Owen M. Murray of Dallas 





came to greet Secretary Patterson. 


await eagerly the arrival of their son 
and daughter-in-law’s third child in 
the near future. 

Mary Patterson, a graduate of the 
Northwestern University music school, 
married her college beau, James 
Harper, in March, 1956, and is cur- 
homemaking in Allen- 
town, Pennsylvania. Mr. Harper is 
also a graduate of Northwestern Uni- 
versity, Medill School of Journalism, 


rently busy 


as an advertising major. 
Despite their pending move to 
Florida, it will not be as though the 


Pattersons are turning their backs for- 
ever on the mid-West, for here lie 
their roots. And each summer, cer- 
tainly, chances are they'll be heading 
back in this direction enroute to an- 
other of their well-loved haunts, the 
family summer cabin near Ely, Min- 


nesota. 

In that speech which he made 
before the 1931 MBA national con- 
vention, Mr. Patterson emphasized 


that any association can achieve re- 
sults only in proportion to the en- 
thusiasm and cooperation extended 


by its members. And no members of 
any association ever have had pre- 
sented to them any better example of 
leadership than that provided by 
George H. Patterson, as MBA secre- 
tary-treasurer, these past 25 years. 
His ambitions for the Association 
were firmly-founded and just; his own 
enthusiasm and spirit of coorperation 
were both unlimited and contagious: 
and, being so, these qualities trans- 
ferred themselves quite naturally to 
the membership. 

And what measure of success was 
achieved—by the Association and by 
the man? For that answer one has 
only to review the progress of MBA 
through the years and its record of 
progressive accomplishment; for 
therein, too, stands Mr. Patterson’s 
record of accomplishment: its own 
best testimonial. His ideas and con- 
structive influence will continue to be 
felt in every facet of MBA activity 
through all the years to come. 

In taking leave of MBA, Secretary 
Patterson will carry with him the ap- 
preciation and admiration of a grate- 
ful membership, which in countless, 
countless ways has derived benefit 
from the astute management he has 
provided the Association. 

This, then, is George H. Patterson 
gentleman, mortgage man, informed 
leader, astute administrator, kindly 
counselor, wide traveler, genial com- 
panion, warm friend — indeed, Mr. 
Mortgage Banker! 

The Mortgage Bankers Association 
of America salutes him, and wishes 


him life’s best and God speed! 





The 
most every man who has achieved 
worthwhile are usu- 
back of 
him, supplying assistance, inspi- 


accomplishments of al- 


something 
ally not wholly his own 


ration and encouragement, is his 
wife. Because she is a woman 
with a woman’s intuition and the 
kind of judgment which men al- 
ways need, a wife can mean the 
difference between success and 
Mrs. George H. Patter- 
son—Cozy Patterson to a 
great many in MBA through the 
years — has been that kind of 
helpmate. With the retirement of 


failure. 
very 
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Tribute to a Gracious Lady 


George Patterson, MBA also loses 
its first lady. She has attended 
practically all MBA Conventions 
during George Patterson’s career 
with MBA, and many of its re- 
gional meetings. Hundreds know 
her for the gracious, charming 
person she is, for the particular 
contribution she has made to 
MBA during these past 25 years 
and all of them will say goodbye 
to her in Dallas with the same 
regret they feel in the departure 
of George Patterson. So, to Cozy 
Patterson, the best cf everything 
in the good life ahead. 
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THANKS TO GEORGE PATTERSON FOR A JOB WELL DONE 


S RELUCTANT as we are to recognize it, 
the time has finally come for us in MBA, 
and in the mortgage industry, to begin our fare- 
wells to the man who, more than any other, has 
been the principal architect of our Association. 
As told in the preceding article, George H. Patter- 
son is retiring as secretary and treasurer after the 
November Convention, under the Association’s 
pension plan. He will then move to Clearwater, 
Florida, where he and his good wife, Cozetta, 
whom we all love and respect, will together enjoy 
some well-earned leisure and the benefits that ac- 
crue from a busy and useful life of service. 

It has been my great and good fortune to have 
served as MBA President with George Patterson 
during the last year of his service to the Associa- 
tion. It has been a 
stimulating and re- 
warding experience 
for me and a privi- 
lege to have known 
him intimately dur- 
ing previous years. 
But now, as his final 
year draws to its end, 
my position of presi- 
dent imposes a re- 
sponsibility that I al- 
most wish I did not 
have. I would like 
very much to say 
here — and in many 
other places in the immediate months ahead—how 
greatly this Association has valued his services, how 
highly we regard his ability, how well we think he 
has done his job. I want very much to express fully 
the gratitude I know every MBA member feels— 
but, somehow, words in cold type do not seem to 
measure up to the task. In George Patterson’s re- 
tirement, we are losing the most important single 
individual responsible for our Association’s growth 
and success. For our membership, particularly for 
that very large number of members who have 
known him well through the years, the Association 
will never be exactly the same after he leaves. 


George H. Patterson 


George Patterson’s 25 years of service with MBA 
parallels the entire period of the modern mortgage 
industry as we know it today. When he became 
secretary and treasurer in 1931, the nation was 
floundering at the very depths of the most severe 
business recession in this country. Our members 
numbered 180, our annual budget was less than 
$10,000. Our staff was George and one girl, the 


office was two tiny rooms. MBA was little known, 
commanded no special attention in the councils of 
business or government. Its influence, to say the 
least, was nominal. 

Our industry itself was about in the same pre- 
dicament. A cloud of suspicion hung over the 
business, even though it was not justified. Mort- 
gage lending was almost at a standstill. For the 
industry and for MBA, there was no way to go 
but up—and it was under these most adverse con- 
ditions that George Patterson took over the direc- 
tion of the Association. 

There was sound, enduring progress from the 
beginning. The industry itself has been almost 
completely revolutionized. It has moved forward 
so swiftly and so soundly that, as many have cor- 
rectly observed, it has made a better record of 
actual achievement than any other industry during 
the past quarter-century. 

The lion’s share of the credit for MBA’s suc- 
cess we gladly give to George Patterson. He has 
furnished the direction, the inspiration and the 
careful and patient guidance in molding the in- 
strument which today represents a vigorous and 
progressive industry. 

Today, membership in MBA means something, 
it has value, it reflects a stamp of approval and 
acceptance. And because it does, we can thank 
George Patterson for his years of tireless and de- 
voted effort to make it so. Year after year, there 
have been significant and worthy accomplishments 

-our educational program, our extensive schedule 
of meetings, our adherence to sound financial prac- 
tices and scores of other achievements all of which 
members are fully aware and value highly. Each 
one was either an accomplishment of George Pat- 
terson or one in which he played a major role. 

And so, as MBA’s 38th president—and the 26th 
of those who have been privileged to serve with 
George Patterson—I say for myself as one of his 
great and devoted friends and for all MBA mem- 
bers as well, thanks for a job magnificently done. 
Our eternal thanks, George, for giving us the most 
productive years of your life. Our best wishes 
and profound respect will go with you always. 





PRESIDENT 
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Battle of the Budget 


In the midst of one of the greatest 
drives against government spending 
the nation has ever experienced, the 
American people have just completed 
settlement of their biggest income tax 
tab on record. 

With this pin-pointing of how the 
high cost of government hits the man 
in the street directly has come the 
growing realization that, under con- 
ditions like those existing today, a 
balanced government budget by it- 
self is not the inflation antidote that 
it was traditionally supposed to be. 
It’s the overall level of spending that 
counts, and especially in an economy 
like ours that has been straining its 
resources of manpower, materials, and 
capital funds, large though all these 
may be. In such a situation, an added 
dollar of government spending, even 
if balanced by income, has the same 
economic impact in maintaining in- 
flationary pressures as a dollar from 
any other source. 

When the final U.S. Treasury ac- 
counting takes place after the April 
15 payments, the government antici- 
pates that its personal income tax 
collections for the 1957 fiscal year, 
exclusive of other receipts, will add 
up to a record $38'% billion. This 
is the equivalent of more than $100 
million a day for every day of the 
year, and to about $770 for every 
household in the land. It is some $3 
billion greater than the Federal in- 
come tax bill collected in the 1956 
fiscal year, and exactly double the 
comparable total in 1945, the peak 
tax year during World War II. 

A year from now the current tax 
story is slated to be repeated on an 
even bigger scale unless the current 
Battle of the Budget, in which an 
aroused public opinion is playing a 
major role on the side of economy 
and elimination of waste, succeeds in 
bringing about a significant retrench- 
ment in the projected $71.8 billion of 
Federal expenditures for the 1958 
fiscal year. Counting on continued 
prosperity, the U.S. Treasury figures 
on collecting $41 billion in personal 
income taxes in the 1958 fiscal year, 
or $2'% billion more than in this 
fiscal year which ends on June 30. 
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Other sources of receipts are ex- 
pected to swell Federal coffers by an 
even larger amount. The total here 
adds up to $45 billion in the current 
fiscal year and is estimated at $47 
billion for the 1958 fiscal period. 
These receipts are predominantly cor- 
poration income taxes, excise levies, 
and employment taxes (Social Secu- 
rity, etc.), and in the last analysis 
they also come from the people and 
from the production of the economy. 
After adjustments for transfers to 
trust funds and for refunds, the gov- 
ernment figures on net budget receipts 
of $70.6 billion in the current fiscal 
year and $73.6 billion in the 1958 
fiscal period. 

If present expectations regarding 
receipts and expenditures are realized, 
the Administration on June 30, 1958 
will have rung up three balanced 
budgets in a row, not seen in Federal 
financial accounts since the Twenties. 

The margin of balance is_ very 
small, however. Receipts exceeded 
expenditures by little more than $11 
billion in 1956, and no important in- 
crease over this is anticipated this 
year or next. The narrowness of these 





The Budget Since 1946 
THE BUDGET SINCE 1946 
The following table gives the 

trend of Federal budget expendi- 
tures, and their breakdown as be- 
tween military and civilian pro- 
grams (in billions of dollars), in 
the period since the end of World 
War II: 


Fiscal Budect National All 

Year Expenditures Security Other 
1946 $60.4 $43.5 $16.9 
1948 33.1 11.7 21.4 
1950 39.6 13.0 26.6 
1952 65.4 44.0 21.4 
1953 74.3 50.4 23.9 


1954 67.8 46.9 20.9 
1955 64.6 40.6 24.0 
1956 66.5 40.6 25.9 
1957(e) 68.9 41.0 27.9 
1958(e) 71.8 43.3 28.5 
(e) Estimated. 

Source: U.S. Bureau of the Budget. 











margins is accentuated by the fact 
that the nation has been enjoying 
record prosperity, the public has been 
bearing a record tax burden with 
only one modest break in recent years, 
and the public debt still adds up to 
well over $270 billion, or not far from 
its all-time high. 


With international conditions what 
they are, national security expendi- 
tures have inevitably become the 
major part of the Federal budget. 
However, our record peacetime budg- 
ets of this year and next are due only 
in part to the high cost of defense. 
As a matter of fact, the new highs in 
spending are being set on the civilian 
side of the budget, in such areas as 
agriculture, labor and welfare, state 
aid programs, and interest on the 
public debt. 


In all, the Administration has pro- 
jected a record total of $28 bil- 
lions in non-defense expenditures in 
the coming fiscal year. By contrast, 
when it took office a little over four 
years ago and began to slice the Tru- 
man Adiminstration’s spending fig- 
ures, it cut the civilian side of the 
budget to under $21 billion for the 
1954 fiscal year. The rise since then 
has been some $7'% billion, or more 
than a third. 


As for defense spending, it, too, 
is slated to rise some $2 billion to 
above $43 billion in the coming fiscal 
year. However, it is still several bil- 
lions lower than it was when the 
Administration took over the reins of 
Government in 1953. 


Extra Copies 
MBA’s 1957 


DIRECTORY 


are available to Associa- 
tion members only at $3 a 
copy. Additional copies can 
be put to good use by hav- 
ing one immediately avail- 
able in each department. 


Order the supply you 
can use now 
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HOW WE STEPPED UP OUR SERVICING 
OPERATIONS TO SAVE MAXIMUM TIME 


Centralized, electronic accounting procedures worked wonders in 


Systems Manager, National Homes Acceptance Corporation, 


ORTGAGE payments almost lit- 
M erally account for themselves 
under a highly mechanized, cross- 
country Integrated Data Processing 
system introduced recently to process 
the paper serviced by the National 
Homes Acceptance Corporation. 

The new system makes it possible 
for us to apply centralized, electronic 
accounting procedures to payments 
received in branch offices located 
hundreds of miles away from our 
Lafayette, Indiana, headquarters — 
completing all bookkeeping operations 
well within the specified limits for 
the handling of VA and FHA loans. 
As an added bonus, machine account- 
ing practices have enabled the lenders 
with whom we cooperate to complete 
their audits of outstanding loans in as 
much as 90 per cent less time than was 
required when the mortgages were 
accounted for on manually-operated 
machines. 

The benefits of machine accounting 
are accentuated in our case by the 
scope of the operation at hand. Na- 
tional Homes Acceptance Corporation, 
at this writing, is servicing some 27,000 
mortgages with a total valuation ap- 
proaching $200,000,000. All of this 
paper covers National Homes erected 
by the more than 500 franchised 
builder-dealers handling the pre-fabri- 
cated dwellings of our parent com- 
pany. VA or FHA financing is part 
of the complete housing “package” 
with which we back our builder-deal- 


By D. E. FAUX 


ers. NHAC makes original loans to 
its dealers with the shipment of build- 
ings. The dealers, in turn, resell the 
loans to the purchasers of the homes. 
Paperwork for collecting for each loan 
is set up through our district offices, 
while supporting accounting paper- 
work is organized at Lafayette. After 
three payments have been made as 
evidence that processing of the loan 
is proceeding smoothly, we resell the 
loans to some of the nation’s leading 
investors. In the majority of cases, 
we continue to service the loans for 
the investors. 

The basis for all paperwork proc- 
essing of each loan is established as 
an automatic by-product of the writ- 
ing of the mortgage papers in La- 
fayette. The documents are prepared 
on an IBM Typewriter Card Punch, 
which creates master punched cards 
covering the loan simultaneously with 
typewritten entries on the forms. 

In this initial step and throughout 
the procedures, it has been necessary 
to establish and maintain a precise 
correlation between business forms 
and IDP media. There are two par- 
ticularly critical factors in the design- 
ing of forms for an IDP cycle: 
>> First, the forms must be precision 
manufactured for automatic feeding 
through business machines which now 
require and get a minimum of clerical 
attention. 


2»? Second, they must be designed by 


cost cutting for this company 


Lafayette, Ind. 


people who are experts in the capaci- 
ties and mechanical requirements of 
modern data processing equipment. 
The forms must be designed to set up 
information for compatibility with 
each succeeding machine and record 
in the system. 


These requirements have been han- 
dled in our case by specialists from 
The Standard Register Company. 
Their Kant-Slip continuous, margin- 
ally punched forms are guaranteed 
both in manufacturing tolerances and 
for positive feed on our machines. 
Where keyboard operated machines 
like the Typewriter Card Punch are 
involved, they also supply the Regis- 
trator Platen which completes the 
cycle of guaranteed forms writing. 


At the specific point where we write 
our loan papers, then, information is 
typed in a sequence set up to cor- 
respond with the order in which data 
must be entered into the punched 
cards created on the connecting 
punch. Cards developed here become 
part of our files on names and ad- 
dresses of borrowers, master loan con- 
trols and the medium for creating 
coupon payment books to be sent to 
borrowers. 

The coupon card contains data on 
each payment and the manner in 
which it is to be broken down in ap- 
plying it to the loan. Data from this 
card is reproduced into IBM cards 
with 51-column stubs which have been 
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pre-punched with payment due dates 
from master decks. These payment 
stubs are created in groups of 24 

enough to last the borrower two years. 
Before the last payment stub in each 
group, we interfile a renewal card, 
which the borrower sends in with 
this payment. This card, easily dis- 
tinguished by its red color, is then 
used to pull the payment card and 
create further coupon books as needed. 


All mortgage papers and escrow checks are written on IBM 


One of these payment books, of 
course, is given to each borrower. 
With each payment, he is asked to 
send in or deliver to our branch office 
the corresponding card coupen. The 
stub remaining in the borrower’s book 
has spaces for the entry of payment 
data for his files. 

Payments are made to any of our 
five branch offices. The impossibility 
of manual bookkeeping is accented by 





typewriter card punches, automatically creating punched cards for 
carrying highly mechanized IDP procedures. All mortgage collec- 
tion activities at the National Homes Acceptance Corporation 
stem automatically from typewritten documents. Mortgage pay- 
ments start accounting for themselves when punched card coupons 
submitted with payments are put through IBM card-to-tape con- 
verters like these, below, to prepare five-channel punched taps for 


Teletype transmission. 
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Tapes created from punched card stubs are put into teletype 
sending units like the one shown below. Each branch office has 


the fact that payments on all 27,000 
loans are due, under VA and FHA 
regulations, on the first of the month. 
Under the same regulations, we have 
just 48 hours to complete our central 
bookkeeping and credit all accounts. 


The branches, under our IDP 
setup, do not credit payments or 
maintain journals of any sort. They 
are responsible merely for making 
random totals of daily receipts so that 
our Lafayette office can balance 
against them. Then, the branch per- 
sonnel pass the payment coupons 
through an IBM card-to-tape con- 
verter located in each office, creating 
a five-channel perforated tape ready 
for automatic transmission of the data 
via teletype. With the great bulk of 
the payments—those which come in 
with accompanying coupons—there is 
no clerical processing at all in the 
branch offices. Only one or, at most, 
two per cent of the payments come in 
without coupons. The branch person- 
nel manually punch teletype tapes to 
cover these. The branch teletype op- 
erator also sends us one line of totals 
with each batch of coupons. 

At Lafayette, the data is received 
on perforated tape as well as on a 
Kant-Slip proof sheet. The tapes are 
then put through a tape-to-card con- 
verter, creating full, 80-column IBM 
cards covering each payment. 

Processing cards at rates of from 
100 to several hundred per minute, 
the equipment in our Lafayette head- 
quarters is virtually bottle-neck proof. 
Work loads build regularly to $250,- 
000 in payments a day right after the 
first of the month but are now han- 
dled without incident. 


In this processing cycle, cards cre- 
ated from the punched tapes are used 
to pull (automatically) balance cards 
which stem from the writing of the 
original loan papers. These are put 
through an IBM 604 calculating 
punch which automatically credits 
payments and computes new balance 
figures, which are punched into a 
separate card to be carried forward 
to the next month. 

It should be noted here that these 
procedures, though highly mechani- 
cal, also enable us to retain full ac- 
counting flexibility. Any off-standard 
or special payments can be applied 
by the same procedures merely by 
punching the information in the 
proper columns of easily prepared 
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ce 


th 


cards. Similarly, checks drawn against 
the escrow accounts of a mortgage are 
written on a typewriter card punch 
and corresponding cards are fitted 
into the regular accounting cycle. 


Past due notices, once a really ma- 
jor problem, are now a highly auto- 
mated operation. At a given date, 
balance cards for which payments 
have not been received during the 
current month are pulled from their 
file. They are put through a calcu- 
lating punch for figuring of late 
charges and used, in turn, to pull 
corresponding name and address cards 
for the writing of past-due notices on 
an IBM accounting machine. These 
notices, on our three-part forms, give 
us all the paper we need to send a 
reminder on the fifth of the month, 
a notice 10 days later and a collection 
request to our branch personnel if 
these first two efforts fail. 

Obviously, the mechanics of ac- 
counting are more efficient today than 
when the work was done on conven- 
tional bookkeeping machines, with in- 
dividual postings to large, master 
ledger cards. Savings in our branches 
run into hundreds of hours a week. 

The most vivid picture of what IDP 
has done for us in the servicing of 
mortgages can be seen in considering 
our current operating cost of $1.08 
per mortgage per month. This is con- 
siderably under the average servicing 
cost of $1.30 per mortgage, per month 
developed in a recent nationwide sur- 
vey on operating figures by the Mort- 
gage Bankers Association of America. 

But, for a firm in the middleman 
position of the National Homes Ac- 
ceptance Corporation, the benefits of 
IDP go further and deeper than the 
servicing of borrower’s payments. The 
central punched card procedures have 
made it possible for us to provide bet- 
ter service and extra convenience for 
the lenders whose accounts we service. 

At the close of each month’s collec- 
tion activities, the new balance cards 
are sorted according to investor code 
for the running of detailed remittance 
reports. With the entire status of all 
loans for an investor on a single, up- 
to-date report, it goes without saying 
that expensive audits are completed 
in a fraction of the time required 
when auditors had to search through 
thousands of ledger cards. 


In the case of one of our larger in- 
vestors, for whom we service more 
than 1,000 accounts, the principles of 
IDP are carried right to his place of 
business. In this case, we duplicate 
each month’s new balance cards and 
send the duplicates to the investor’s 
office. These cards are dovetailed 
right into his own IBM control system 
for automatic reconciliation of the in- 
vestor’s ledgers. Auditing time here 




























is less than 10 per cent of what it was 
when accountants had to copy figures 
from our ledger cards and then create 
their own IBM media for integration 
into the investor’s record procedures. 

The combination of dependable, 
mechanized service of borrower’s pay- 
ments and improved reporting to 
lenders has tended, for our benefit, to 
make NHAC mortgages more de- 
sirable to investors, we believe. 


One of the big extras of NHAC’s mortgage accounting pro- 
cedures is that cards can be sorted to produce detailed reports, on 
IBM accounting machines, giving exact, at-a-glance data on out- 
standing loans for the firm’s lenders. 


Teletype tapes received from branches are quickly converted to 
full, 80-column IBM cards on this converter. 
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Legislation 


LAWS THAT MAKE LENDING 
ON MORTGAGES EASIER 


Vew legislation enacted in West Virginia and Indiana will make the mortgage 
lender's job an easier one and points the way to similar action in states where 
the same needs exist. Tasks such as these look formidable but can be achieved. 


Important legislative events are 
taking place at the state level which 
reflect the mortgage 
groups are having in securing mod- 
ernization and reform in various laws 
which restrict the free flow of mort- 


success some 


gage funds. 


A significant development has just 
occurred in West Virginia, where the 
legislature, at this year’s session, 
enacted a new law which provides 
for special conditions to be met by a 
foreign corporation whose sole ac- 
tivity within the state is the purchase 
of loans secured by liens on real es- 
tate in the state. The new law is 
effective July 1, and is similar to the 
Tennessee statute, which has often 
been cited as a model in this respect 


Members of the West Virginia bar 
have long been unanimous in their 
opinion that the acquisition by pur- 
chase of loans secured by deeds of 
trust on property in the state, pur- 
suant to commitment agreements or 
arrangements made prior to or fol- 
lowing the origination or creation of 
such loans, does not violate the law 
that defines “doing business” in West 
Virginia by foreign corporations. 


In cases where the investor has 
been required to foreclose the mort- 
gaged property and take title for the 
purpose of transferring title to FHA 
or VA as the insuror or guarantor, 
some legal advisors have pointed out 
that the act of taking title might be 
They 


attention to the 


construed as “doing business.” 
have also called 
policy of local lending corporations 
originating such loans not to process 
and close a loan until the foreign 
corporation investor has made a com- 
mitment to purchase it; in such case, 
an inspection of the security must 
be made by the foreign corporation 


investor prior to closing. 
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In order to relieve foreign corpo- 
rations of the hazard of the strict 
statute relating to “doing business,” 
the Legislature has added a new sec- 
tion to the Code providing a simple 
method of qualifying by foreign cor- 
porations to perform a limited busi- 
ness in this state so that those who 
desire to acquire loans secured by 
deeds of trust on property situated 
in West Virginia, and to perform all 
acts incidental thereto, may safely do 
so without encountering the tax and 
license problems usually met by for- 
eign corporations doing business in 


this state. 


“We are sure that in the past a 
number of investors, including state 
chartered banks, savings institutions 
and insurance companies, have re- 
frained from purchasing notes secured 
by liens on property in this state be- 
cause of the strictness of our law as 
it existed prior to the passage of the 
new,” said Philip H. Hill of Thomas 
& Hill, Inc., Charleston, who took 
a leading part in securing the re- 
vised legislation. 

The West Virginia action points up 
the fact that while legislation such as 
this too often seems difficult of 
achievement, it can be done. 

Another significant development on 
the legislative front is that the effort 
started in Indiana to secure a shorter 
redemption period has met with suc- 
cess (see The Mortgage Banker, 
March, 1957). 

The Indiana legislature has 
adopted, and Gov. Harold W. Hand- 
ley has signed, an act which shortens 
the period for redeeming real estate 
in a foreclosure suit. Prior to the 
adoption of this act, no sale could be 
held until 12 months after a fore- 





>? LOAN BILL SIGNED: Gov. Underwood 


right) confers with Philip 


H. Hill after signing a bill passed by the West Virginia Legislature permitting 
foreign corporations to make loans in this state and avoid the strict regu- 
lations of the state’s general laws. The measures become effective in July. 
It will encourage banks, insurance companies, savings institutions and other 


corporations to invest in West Virginia loans 


FHA and guaranteed by VA. 


particularly those insured by 


ee eae oe 


> 


r 
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closure suit was filed. This act re- 
duces this period to six months for 
all mortgages executed after July 1, 
1957. 

The change in the law is designed 
to create a more favorable climate 
for mortgage investment in Indiana 
to support a needed larger volume 
of home and commercial building. 
[he presentation to the legislature 
was a combined effort of all the 
trade associations active in the financ- 
ing, housing and realty industries. It 
was spearheaded by a Committee to 
Shorten The Mortgage Redemption 
Period, composed of representatives 
from many of these associations. 

Among the most active participants 
in the effort were the Indianapolis 
MBA and members of the Mortgage 
Bankers Association of America 
throughout the state. 


The success of the effort depended 
upon a well-directed campaign to 
demonstrate to the legislators that the 
welfare of Indiana’s realty and hous- 
ing economy depended upon bringing 
its mortgage laws in line with those 
of other states. 


Backers of the program thought 
that a most effective tool in mobiliz- 
ing the inherent support for the bill 
was a brochure, succinctly drawn with 
graphic presentation. This brochure 
was widely distributed among financ- 
ing, building, realty and supply deal- 
ers circles. It was accompanied by a 
letter directing the recipients to ex- 
plain the necessity for the change to 
their legislators whose names and 
addresses were enclosed. Backers of 
the bill also felt that a failure to 
obtain similar legislation two years 
before, supported solely by the mort- 
gage bankers, had some educational 
effect. 

Meanwhile The Chicago and IIli- 
nois MBAs have begun their drive to 
secure amendments to the Illinois 
laws, their objectives being: 
>> Permit the entry of a voluntary 
consent decree, giving title to the 
holder of the mortgage. The personal 
liability of the property owner would 
be eliminated. Other creditors would 
have three months to exercise their 
right of redemption. 


>> In cases where the fair market 


value of the property is appraised at 
less than 90 per cent of the mortgage 
indebtedness, the court could permit 
a waiver by the mortgage holder of 
the personal liability of the property 
owner. 


The owner would be given a three- 
month redemption period, with other 
creditors allowed another three 
months. 


>> In other cases, the property-owner 
would continue to have a 12-month 
redemption period, but other creditors 
would redeem within the last three 
months of this period instead of the 
succeeding three months. 
>> If other creditors redeemed, the 
property owner would retain the right 
to redeem the 12-month period, but 
he would have to pay the mortgage 
indebtedness as well as the amount 
due the other creditors. 
>> A bank or trust company holding 
title to real estate under a land trust 
would wave redemption rights in the 
same manner as now authorized by 
law for corporations. 

Bills have been drawn and intro- 
duced in the State Legislature. 
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>>? IN NEW ORLEANS: Above, upper left, MBA Presi- 
dent John F. Austin, Jr. (center) with John C. Hall, 
MBA Vice President and John Dane, Jr., Conference 
chairman, of New Orleans. Directly below, three Wash- 
ington government officials who spoke: Thomas J. Swee- 
ney, VA; J. Stanley Baughman, FNMA; David M. Lan- 
Top right, Robert H. 
Bolton, Alexandria, La.; Mr. Hall; R. Manning Brown, 
Jr.. New York; Clarence Legendre, New Orleans; R. 
Stewart Rauch, Jr., Philadelphia. Messrs. Brown and 
Rauch were Conference speakers. Below them, Joseph M. 
Miller, New Orleans; Roy F. Flesh, Phoenix; Frank J 
McCabe, Jr.. MBA; Tyler Bland, Alexandria, La. 


caster, Department of Defense 
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Lower photos, top, we see first, the Hon. Albert Rains, 
Fifth District, Alabama, with Robert Tharpe, Atlanta 
left), and (right) H. A. Drake, Jr. and George L. Bailes, 
Jr., both of Birmingham, Ala. Then, right, L. C. McLean, 
Joyner-Heard Co., Pensacola, Fla.; Claude H. Harris, 
Claude H. Harris Mortgage Co., Inc., Louisville, Ky.; 
George H. Patterson, MBA; L. A. McLean, Southern Trust 
Company, Louisville; J. C. McGee, Reid-McGee & Com- 
pany, Jackson, Miss. Below, left, that’s Thomas M. Blanch- 
ard and George C. Blanchard, Blanchard & Calhoun 
Realty Co., Augusta, Ga., with C. M. Morse, Metropolitan 
Life Ins. Co., Birmingham, Ala. Final photo, Walter C. 
Nelson (center), Robert H. Bolton, Louis P. Wolfort. 





Conference in New Orleans 


Even though it turned out to be 
me of the largest and best in MBA’s 
series of regional meetings during the 
past decade, the New Orleans Con- 
ference served to indicate that con- 
fusion in one half of the mortgage 
business was never greater. That half 
is the part where government and 
private industry join hands, the FHA 
and VA part. 

Congressman Albert Rains of Ala- 
bama of the House Banking and Cur- 
rency Committee’s subcommittee on 
housing voiced one point of view 
when he said there is gathering sup- 
port for a more direct injection of 
credit support into the housing field. 
He said he strongly supported a pro- 
posal which he offered last year and 
has introduced again to use a portion 
of National Service Life Insurance 
Fund support veterans’ 
home mortgages. Another direct credit 
aid which he suggested would provide 
funds for FNMA’s special assistance 
program, to support FHA and GI fi- 
nancing in areas hardest hit by the 
mortgage credit shortage. 

He predicted that Congress would 
provide additional resources for the 


reserves to 


regular secondary market operation of 
FNMA and the only question actually 
involved is how much additional bor- 
rowing authority will be provided be- 
fore Congress is through. 

He said he had reservations in re- 
gard to raising the GI interest rate, 
although an increase from 4¥%2 to 5 
per cent would provide credit support 
for the home building and home fi- 
nancing industries. He recalled that 
in 1953, when the GI was in- 
creased, there was no immediate im- 
provement in the availability of fi- 
nancing and, he added, Congress is 
“reluctant” to increase financing costs 
for veterans. If Congress does not 
raise the GI interest rate, then some 
form of liberalization of down pay- 
ments under the FHA _ program 
“would become imperative,” he said. 
That has now been done, of course. 

Editor. ) 


rate 


He noted the pressing need for 
more slum clearance, elderly housing, 
college housing and military housing 
programs but, he said, Congress is en- 
gaged in a careful scrutiny of ex- 
penditures. 


“It is our hope that we will provide 
sufficient funds to keep these most 
worthwhile programs in operation and 
yet keep appropriations at the lowest 
possible level to prevent undue strain 
on the budget, which as you all know 
is now of mammoth proportions.” 

MBA President John F. Austin, Jr. 
was realistic when he said, as he has 
at meetings across the country since 
January 1, that the VA program will 
practically lapse without an increase 
in the VA rate. R. Stewart Rauch, 
Jr., president of The Philadelphia 
Savings Fund Society, said about the 
same thing. But, as members were 
meeting, other events were shaping up 
on Capitol Hill—a new housing bill 
by Sen. Sparkman providing for even 
easier credit than any seen so far, 
action by the government in reducing 
FHA down payments and more and 
more hearings on how to stimulate 
more building. A Republican version 
by Congressman Talle also appeared. 

The outcome of all this was ob- 
scure, to say the least. In the mean- 
time, 700 got together in colorful New 
Orleans for one of MBA’s most inter- 
esting sessions. 


As one of the world’s most colorful and interesting cities, New Orleans has plenty to offer for time outside the sessions. One of the 
things the MBA Conferees and their wives did was take a boat ride on the Mississippi. Below, President Austin, with friends, prepares 
to board; and, right, the ladies attending the Conference have lunch in the Vieux Carre. 
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Meetings Hed 


NEW YORK CONFEREES FIND 





Tight Money Less Tight 


One swallow does not make a 
spring—but the first swallow is pleas- 
ant to see. It was about like that at 
MBA’s Eastern Mortgage Conference 
in New York: the severely tight money 
market, affecting mortgage financing 
and building more than any other 
area of credit, was still tight but there 
were evidences that improvement was 
setting in. President John F. Austin, 
Jr., looking at the results of the first 
quarter of 1957, said that “though 
money remained tight and expensive, 
the financial markets were still able 
to absorb all these demands without 
strain 

‘In the past few weeks there has 
been a notable revival of mortgage 
buying by savings banks. There have 
been hints «f a change in attitude 
toward forward commitments by life 


AT NEW YORK: Below, the end men are Miles Colean and 
MBA General Counsel Samuel E. Neel, and, center, Dr. Grover 
W. Ensley, executive director of the Joint Committee on the Eco- 
nomic Report; Dr. Paul W. McCracken of the President’s Council 
of Economic Advisers; and Dr. Emerson P. Schmidt, director of 
the U. S. Chamber’s economic research. These three looked at 
the aspects of U. S. debt, its size and implications, its meaning for 


insurance companies. It is safe to say 
that there is no longer any significant 
quantity of unplaced mortgages and 
that, from now on, spot buyers are 
going to find very lean pickings. Along 
with these subtle changes, we have 
experienced, for the first time in a 
year, noticeable improvement in the 
prices for FHA and VA mortgages. 

“Good as these portents are, it 
would be dangerous to make too 
much of them. While it appears that 
the peak in interest rates has been 
reached, it would, for example, be 
unwise to assume that any such eas- 
ing in money or costs or availability 
as occurred in 1954, is in prospect 
now. It is altogether probable that 
we are well into a long, long period 
of relatively expensive money, com- 
pared to what we became used to 


during the last 25 years. Our opera- 
tions should be planned with this in 
view.” 

It was one of the big MBA meet- 
ings of the year with around 1100 
there and investor attendance heavy. 
Thanks to the Conference Chairman, 
Robert M. Morgan, vice president of 
the Boston Five Cents Savings Bank, 
there were many program innova- 
tions. Ernest E. Rutgers of Eleford 
and Rutgers, New York, and Bernard 
V. Dill of Massachusetts’ banking de- 
partment, injected something decid- 
edly new in their talks on how su- 
pervisory and bonding authorities 
ippraise the mortgage industry. Then 
an extremely interesting panel discus- 
sion conducted by Mr. Morgan looked 
into the problems of the industry as 
it has come of age in recent years. 


the future—and how we are going to get the savings to finance 
the growth clearly indicated for the U. S. economy. Right, Presi- 
dent Austin and FNMA President J. Stanley Baughman. Below, 
some Conferees who were there: Sidney Kaye, Frederick H. Waitz, 
Lowell F. Curran, Merrill Bonnevier, Aubrey M. Costa, Neilson 
C. Bridger, W. W. Salmon and Edward J. Thomas. 
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Meetings Coming 


Clinic in Miami Beach 


The last in MBA’s 1957 series of 
Conferences and Clinics will be the 
interesting meeting to be offered in 
Miami Beach May 16, 17 and 18 at 
the Golden Gate Hotel. Just as our 
other meetings have been tailored to 
the particular area of the country 
served, the Miami Beach Clinic is 
devised with an the south- 
eastern section. 


eye to 


The Clinic itself is preceded by 
MBA’s regular board of governors 
meeting on May 15. The next two 
days are devoted to general sessions 

but mornings only. The third day 
is the annual meeting of the Mort- 
gage Bankers Association of Florida. 

At the opening session Lon Worth 
Crow, Jr., president, Lon Worth 
Crow Company, Miami, will preside 
and short talks will be given by 
Frank W. Reed, president, Florida 
MBA and trust officer, The First Na- 
tional Bank at Orlando, and Walter 
C. Nelson, president, Eberhardt Com- 
pany, Minneapolis. The addresses that 
morning include: 

John F. Austin, Jr., MBA presi- 
dent, speaking on “Prospective De- 
velopments in the Mortgage Market.” 

Dr. George Cline Smith, vice presi- 
dent and economist, F. W. Dodge 
Corporation, New York, speaking on 
“Housing and Credit Outlook.” 

Kenneth S. Keyes, president, Na- 
tional Association of Real Estate 
Boards, Miami, speaking on “The 
Future As We See It.” 

Following these there will be an 
open forum discussion on “The Fed- 
eral Government and the Housing 
Market,” with Samuel E. Neel, MBA 
general counsel, as moderator. Parti- 
cipants include: 

Charles E. Sigety, FHA deputy 
commissioner, Washington, D. C.; 

Guy E. Noyes, adviser, Division of 
Research and Statistics, Board of 
Governors of the Federal Reserve 
System, Washington, D. C.; 

Miles L. Colean, economist, Wash- 
ington, D. C. 

The next morning will see some- 
thing new—a series of nine round 
table discussions, each one given twice 
during the morning so that all attend- 


ing can catch two of them. The 
subjects and the co-moderators for 
the nine are 

“Additional Source of Income for 
the Mortgage Banker’—Robert H. 
Wilson, president, Percy Wilson Mort- 
gage and Finance Corporation, Chi- 
cago and Carton S. Stallard, execu- 
tive vice president, Jersey Mortgage 
Company, Elizabeth, New Jersey; 

“Increasing Business by Effective 
Advertising” —George W. DeFran- 
ceaux, president, Frederick W. Berens, 
Inc., Washington, D. C.; and N. G. 
Speir, N. G. Speir, Inc., Charlotte, 
N. C. 


Finance Shopping Cen- 


“How to 





Lon Worth Crow 





Frank Reed 


Peter Cloke 


ters’—Lawrence P. Naylor, III, vice 
president, James W. Rouse & Com- 
pany, Inc., Baltimore; and A. L. Mac- 
donald, superintendent of mortgage 
loans, Massachusetts Mutual Life In- 
surance Company, Springfield; 

“Warehousing Mortgage Loans” 
Lawson M. Watts, vice president, 
First National Bank of St. Louis, St. 
Louis and Raymond T. O’Keefe, vice 
president, The Chase Manhattan 
Bank, New York; 

“Regional Problems Affecting Al- 
location of Mortgage Funds”’—A. E. 
Crane, vice president, The Seaman’s 
Bank for Savings in the City of New 





. 
York, New York and Peter V. Cloke, 
mortgage secretary, The Guardian 
Life Insurance Company of America, 
New York City; 

“Solving Personnel Problems” 
Lemuel J. Holt, secretary-treasurer, 
W. A. Clarke Mortgage Co., Phila- 
delphia and Gerald L. Howell, presi- 
dent, Personnel Research, Inc., 
Miami; 

“Reducing Costs by Streamlining 
Servicing Procedures” —Edward J. De 
Young, MBA director of accounting 
and servicing and B. B. Bass, presi- 
dent, American Mortgage and In- 
vestment Company, Oklahoma City; 

“Effective Ways to Reduce Delin- 





Carton Stallard E. J. DeYoung 


‘ 


Walter Nelson 





B. B. Bass 


quency”—R. P. Brady, vice president, 
Mercantile Mortgage Company, 
Granite City, Illinois and L. K. Horn, 
comptroller, Lon Worth Crow Com- 
pany, Miami; 

“Selling Loans to FNMA”—H. L. 
Herrington and Ola Sanders, Jr. of 
the Atlanta office of the Federal Na- 
tional Mortgage Association. 

A varied and interesting program 
of entertainment has been arranged, 
which includes a reception for all 
registrants by members of the Florida 
MBA, a golf tournament, sightseeing 
tour of the Miami area and a deep- 
sea fishing tournament. 
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The School of 


 eemamenet 





HIS year MBA members will 
7 have available to them as 
complete and comprehensive an edu- 
cational and training course for its 
personnel as is true for any industry 
in the country. Again as last year the 
School of Mortgage Banking will em- 
brace Courses I, II and III at North- 
western University and Courses I and 
II at Stanford. No industry offers an 
educational program for those who 
have recently entered its ranks or con- 
template doing so on a broader scale 
than that which MBA provides for its 
members. It is being suggested that 
1957 is a particularly advantageous 
year for MBA firms which have not 
sent staff members to the school in 
the past, to consider doing so now in 
view of the present smaller production 
volume. 

Every aspect of all the various pro- 
cedures that go into creating a suc- 
cessful mortgage man are covered in 
the three courses. 


At some point in their study the 
student is going to learn about the 
trends at work in 
the economy and which exert vital in- 


broad economic 
fluences on the direction of the mort- 
gage industry. From authoriatative 
spokesmen he will learn about the 
principal legal aspects, the appraisal 
processes, such practical operations as 
preparing building specifications, blue 
He will be introduced to 
the newest methods in loan servicing, 
how a modern production operation 


prints, etc. 
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works, the working relationship be- 
tween ultimate investor and corre- 
spondent. He will be instructed in the 
specialized procedures of mortgage 
lending such as industrial financing, 
shopping center loans, etc. He will 
find out what urban renewal is about 
and the possibilities for the mortgage 
banker in this field will be projected 
for him. 

All of this, it must not be assumed, 
will be covered in any single session. 
The full curriculum includes on- 
campus attendance at three one-week 
sessions in successive summers, plus 
two interspersed eleven-month home- 
study programs. All students begin 
their study in Course I and continue 
on through Course III to graduation 
when the student is awarded a “Cer- 
tificate of Graduation.” This certifi- 
cate is awarded jointly by Northwest- 
ern University and the Association. 

Following graduation, the employee 
is then eligible to become a member 
of the Alumni group—a group dedi- 
cated to furthering the educative 
processes of the mortgage industry. 

Again, as last year, Courses I, II, 
and III are to be offered at North- 
western University, Chicago campus, 
and Courses I and II are to be offered 
at Stanford University in California. 
Students will have the benefit of hear- 
ing some of the best informed and 
most experienced men in our industry. 
In addition, the faculty is supple- 
mented by professional lecturers from 


the faculties of the respective univer- 
sities. No better combination of pres- 
entation can be obtained than the 
practical and the theoretical in con- 
formity with each other. The sched- 
ule includes numerous opportunities 
for informal group discussions and for 
out-of-class discussions with members 
of the school faculty. 

These sessions are serious and pro- 
fessional in nature, final examinations 
are required at the end of each course, 
and all phases of the curriculum must 
be successfully completed—by actual 
academic standards—before progress- 
ing to the next phase of the program. 
Any student who views attendance at 
these sessions as a “vacation from the 
office” should seek other outlets of 
diversion! 

Dates for Courses I and II at 
Northwestern are June 23-29, and for 
Course III are June 30-July 6, 1957. 

Course I at Stanford is scheduled 
for July 28-August 3 and Course II 
will be August 4-10, 1957. 


Northwestern Course | 


Included on the program for 
Course I, Northwestern, will be lec- 
tures by: 

Dr. Homer V. Cherrington, Profes- 
sor of Finance, Ohio University, on 
“Economics of Mortgage Banking.” 

Vincent Keane, Assistant General 
Counsel, Mutual Life Insurance Com- 


f Mortgage Banking 





pany of New York, on “Legal Aspects 
of Mortgage Loans on Dwellings.” 


Walter C. Nelson, President, Eber- 
hardt Company, Minneapolis, on 
“The Production of Mortgage Loans 

Existing Dwellings.” 

Robert H. Pease, Vice President, 
Draper and Kramer, Inc., Chicago, 
on “The Production of Mortgage 
Loans—New Dwellings & Projects.” 


George H. Dovenmuehle, President, 
Dovenmuehle, Inc., Chicago, Thomas 
E. Walton, Jr., Assistant Vice Presi- 
dent, Insurance Company of North 
America, and Joseph C. Henry, Vice 
President, Bankers Insurance Service 
Corporation, will discuss “Insurance 
Practices of a Mortgage Banker.” 


Carl L. Gardner, Land Economist, 
will discuss “Land Planning and Util- 
ities, including FHA and VA Sub- 
division Requirements.” 

Robert W. Jensen, Architect, will 
discuss “Study of Plan Layout, Blue- 
prints and Specifications.” 

Lon Worth Crow, Jr., President, 
Lon Worth Crow Company, Miami, 
will lecture on “Closing the Loan and 
Preparation for Sale.” 


E. C. Edmonds, Vice President, 
The Ohio National Life Insurance 
Company, Cincinnati, will lecture on 
‘‘Purchasing Mortgage Loans on 
Dwellings.” 

Dr. Harold W. Torgerson, Profes- 
sor of Finance, Northwestern Univer- 
sity, will lecture on “Our Commercial 


at Northwestern 
and Stanford, 1957 


» /t’s time for school again in the mortgage industry and The School 
of Mortgage Banking is ready to meet the challenge which a growing 
and progressive industry imposes. Here is what is in store for those 
who utilize the opportunities offered by The School in 1957. 


Banking System” and on “The Fed- 
eral Reserve System.” 

Addison C. Pond, Supervisor of 
Mortgages and Real Estate, National 
Life Insurance Company, will act as 
Chairman of a group to portray a 
“Loan Committee in Action.” Lon 
Worth Crow, Jr., Carey Winston, 
Frank W. Reed, and E. C. Edmonds 
will also participate in this demon- 
stration session. 

In addition, the schedule will in- 
clude: 

Carey Winston, President, The 
Carey Winston Company, Washing- 
ton, D. C., on “The Duties and Re- 
sponsibilities of the Servicing Agent 
and the Investor.” 


Frank W. Reed, Trust Officer, The 
First National Bank at Orlando, Flor- 
ida, on “The Control and Mainte- 
nance of Loan Processing and the 
Establishment of Permanent Servic- 
ing Records.” 


Edward J. DeYoung, MBA Direc- 
tor of Servicing and Accounting, 
on “Effective and Efficient Servicing 
Policies and Practices.” 

Lyle F. Eikelbarner, Investment 
Counselor for America Farm Bureau 
Federation and American Agricul- 
tural Mutual Insurance Company, 
Chicago, on “The Mortgage Market.” 

J. J. Braceland, Vice President, The 
Philadelphia Saving Fund Society, 
Philadelphia, on “Government In- 
sured or Guaranteed Loans—Their 


Place in the Institutional Investor’s 
Portfolios.” 

Adequate time for individual study 
periods is provided and students are 
urged to become acquainted with 
other students striving toward com- 
parable goals. 


Northwestern Course II 


In Course II, G. C. Elliott, Associ- 
ate Treasurer, The Great-West Life 
Assurance Company, Winnipeg, Can- 
ada, will lecture on “Investment Poli- 
cies and Practices of Institutional 
Investors on Income Properties,” as 
pertaining to life insurance companies. 


Harry Held, Vice President and 
Mortgage Officer, The Bowery Sav- 
ings Bank, New York, will discuss the 
same subject as related to mutual 
savings banks, commercial banks, and 
other investors. 


James W. Gibson, Associate Direc- 
tor, City Mortgage Department, John 
Hancock Mutual Life Insurance 
Company, Boston, will lecture on 
“The Production of Mortgage Loans 
—Apartments.” 

James W. Rouse, President, James 
W. Rouse and Company, Inc., Balti- 
more, will discuss “The Production of 
Mortgage Loans—Shopping Centers 
and Other Retail Properties.” 

Dr. Harry G. Guthmann, Morrison 
Professor of Finance, Northwestern 
University, will cover the subject of 
“Financial Statements.” 
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Robert H. Pease will discuss “In- 
dustrial Financing”; and Lindell Pe- 
terson, President, Chicago Mortgage 
Investment Company, Chicago, will 
moderate a panel to review “The In- 
vestor’s View of Mortgage Loans on 
Apartments, Retail and Industrial 
Properties.” 

Participating on this panel will be 
Darrel M. Holt, Vice President, The 
Towle Company, Minneapolis, Min- 
nesota who will discuss “Fixed Rent 
Leases vs. Percentage Leases,” Joseph 
H. Grayson, Vice President, The 
South East National Bank of Chicago, 
who will discuss “Capacity and Haz- 
ards of the Community”; James W. 
Gibson, who will discuss “Analysis of 
Application for Mortgage to be Se- 
cured by Income Property”; and Her- 
man Walther, Appraiser, Chicago, 
who will detail “Appraisal Factors 
Pertaining to Income Properties.” 

Included will be Robert Kratovil, 
Title Officer, Chicago Title & Trust 
Company, to lecture on “Assignment 
of Rents and Leases,” plus, Robert E. 
O’Dea, Trust Officer, Chicago Title 
and Trust Company, to lecture on, 
“Hazard Insurance Requirements.” 

Lemuel J. Holt, Secretary-Treas- 
urer, W. A. Clarke Mortgage Com- 
pany, Philadelphia, on the subjects of 
“Mortgage Office Management” and 
“Personnel Management.” 

Dr. Harold W. Torgerson on “De- 
velopments in Short-Term Money 
Markets and Bank Credit”; and 
Lyle F. Eikelbarner on “Market 
Analysis.” 

Assisting with the program will be 
several Alumni of the School, includ- 
ing Walter A. Dinnerville, Assistant 
Vice President, Mutual Trust Life 
Insurance Company, Chicago, and 
William N. Melzer, Secretary, Great 
Lakes Mortgage Corporation, Chi- 
cago. 


Northwestern Course Ill 
Course III, designed at a more ad- 
vanced level, gives greater opportu- 
nity for student participation and 
expression. Portions of the program 
are directed more to the “national 
scene” as related to mortgage bank- 
ing, than are the two previous courses. 
M. Carter McFarland, Assistant 
Administrator for Plans and Pro- 
grams, Housing and Home Finance 
Agency, Washington, D. C., will lec- 
ture on “The Significance of Urban 
Renewals for Income Properties.” 
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Dr. Philip M. Hauser, Professor of 
Sociology, University of Chicago, on 
‘‘Population: Trends, Migrations, 
Family Formations, etc., As Factors 
Affecting Real Estate Trends.” 

Dr. Homer V. Cherrington on “‘Se- 
lected Approaches to Appraisals of 
the Economy.” 

Ralph G. Ringgenberg, Lecturer, 
Northwestern University, on ‘“Mod- 
ern Industrial Growth and its Effect 
Upon the City.” 

Samuel E. Neel, MBA General 
Counsel, will discuss “Inside Official 
Washington.” 

Dr. George T. Conklin, Jr., Finan- 
cial Vice President, Guardian Life 
Insurance Company of America, New 
York, will lecture on “Mortgage 
Loans in Competition with Other 
Forms of Investment.” 

Robert H. Pease on “The Signifi- 
cant Role of Statistics in Mortgage 
Banking.” 

Herman Walther, appraiser, on 
“The Appraisal Approach and Cap- 
italization Rates.” 

King Upton, Vice President, The 
First National Bank of Boston, on 
“Banking the Mortgage Banker.” 

Dr. Harold W. Torgerson on “Se- 
lected Factors Influencing the Sup- 
ply of Mortgage Funds.” 

In group discussions concentrating 
on special-purpose properties, Eugene 
S. Ovenshine, Assistant Vice Presi- 
dent, New York Life Insurance Com- 
pany, New York, will discuss “Office 
Buildings.” 

Joseph G. Kuehnle, Vice President, 
American Institute of Real Estate 
Appraisers and Vice President, Wal- 
ter R. Kuehnle & Co., will discuss 
“Apartments and Project-Type Home 
Construction.” 

G. A. Golden, Associate Superin- 
tendent of Mortgages, Sun Life As- 
surance Company of Canada, Mon- 
treal, on “Industrial Property and 
Warehouses.” 

Arnold Moeller, Secretary, B. C. 
Ziegler and Company, West Bend, 
Wisconsin, on “Underwriting and Dis- 
tribution of Securities on Churches, 
Schools, and Hospitals.” 

Erwin A. Salk, Secretary-Treas- 
urer, Salk, Ward & Salk, Inc., Chi- 
cago, on “Motels, Hotels, and Mis- 
cellaneous Structuires.” 

In a Symposium On Mortgage 
Banking, B. B. Bass, President, Amer- 
ican Mortgage and Investment Com- 
pany, Oklahoma City, Oklahoma, will 


discuss “Servicing Operations—Rela- 
tions with Investors and Borrowers.” 

W. C. Rainford, President, Mercan- 
tile Mortgage Company, Granite 
City, Illinois, will discuss “Capital 
Requirements for Mortgage Firm Es- 
tablishment and Operations.” 

W. C. Rainford will discuss “Branch 
Office Operations.” 

George W. DeFranceaux, Presi- 
dent, Frederick W. Berens, Inc., 
Washington, D. C., will discuss “Leg- 
islative Influence in Mortgage Bank- 
ing” and “Transition from Small to 
Large Operations.” 

Robert H. Pease wiil discuss “Lo- 
cating and Developing New Sources 
of Mortgage Investment Money.” 

George H. Dovenmuehle will dis- 
cuss “Attributes of a Good Mortgage 
Banking Executive.” 

Lindell Peterson will discuss ““Man- 
agement Succession and the Impor- 
tance of Adequate Planning.” 

William A. Clarke, President, W. A. 
Clarke Mortgage Co., Philadelphia, 
will discuss “My Impressions of the 
Mortgage Banking Profession.” 

In each of the two opening sessions 
for courses indicated above, William 
H. Osler, Vice President, W. A. 
Clarke Mortgage Co., Harrisburg, 
Pennsylvania, will act as Chairman; 
John F. Austin, Jr., will give the 
opening address, “Mortgage Banking 
—The Most Dynamic Industry in 
Our Modern-Day Economy” at the 
June 23 meeting, and John C. Hall, 
MBA Vice President and President, 
Cobbs, Allen & Hall Mortgage Com- 
pany, Inc., Birmingham, will deliver 
an address on the same subject at the 
opening of Course III on June 30. 


Stanford Course | 


While the programs at Stanford are 
substantially the same as at North- 
western, the faculty is, for the most 
part, an entirely different one. 

In Course I at Stanford, D. Clair 
Sutherland, Vice President, Bank of 
America, San Francisco, will lecture on 
“Economics of Mortgage Banking.” 

Richard H. Howlett, Vice Presi- 
dent and Chief Title Officer, Title In- 
surance and Trust Company, Los An- 
geles, on “Legal Aspects of Mortgage 
Investments on Dwellings.” 

R. C. Larson, Executive Vice Pres- 
ident, C. A. Larson Investment Com- 
pany, Beverly Hills, on “The Origina- 
tion of Mortgage Loans — Existing 
Dwellings.” 


Ronald L. Campbell, Vice Presi- 
lent, David Bohannon Organization, 
San Francisco, on “Land Planning 
ind Utilities, Including FHA and VA 
Subdivision Requirements, and Study 
f Plan Layouts, Blueprints and Spec- 
ifications.” 

William R. Schroll, Vice President, 
California Bank, Los Angeles, on 
“The Origination of Mortgage Loans 

New Dwellings and Projects.” 

John J. Lyman, Loan Officer, 
Dwyer-Curlett & Company, Los An- 
geles, will lecture on “Insurance Prac- 
tices of a Mortgage Banker.” 

Silas O. Payne, Vice President, 
Marble Mortgage Company, San 
Francisco, on “Closing the Loan and 
Preparation for Sale.” 

George Botta, Regional Manager, 
New York Life Insurance Company, 
San Francisco, on “Purchasing Mort- 
gage Loans on Dwellings.” 

Willis R. Bryant, Vice President, 
American Trust Company, San Fran- 
cisco, on “Opportunities and Respon- 
sibilities in Mortgage Servicing.” 

Edward J. DeYoung, on “Effective 
and Efficient Servicing Policies and 
Practices.” 

Roger C. Olson, Vice President, 
East Bay Mortgage Service, Inc., 
Oakland, on “Placing the Closed 
Loan on the Books.” 

Dr. Herbert E. Dougall, Professor 
of Finance, Graduate School of Busi- 
ness, Stanford University, on “Finan- 
cial Institutions.” 

Dale M. Thompson, President, City 
Bond and Mortgage Company, Kan- 
sas City, on “Government Insured or 
Guaranteed Loans—Their Place in 
the Institutional Investors’ Portfo- 
lios.”’ 

Arnold A. Wilken, Loan Guaranty 
Officer, Veterans Administration, San 
Francisco, will lecture on “The Vet- 
erans Administration Program.” 

James C. Belda, Director, FHA, 
San Francisco, on “The Federal 
Housing Administration Program.” 

Dr. Theodore J. Kreps, Professor 
of Business Economics, Graduate 
School of Business, Stanford Univer- 
“Economics and Business 
Conditions.” 

Linden L. D. Stark, Vice President, 
Crocker-Anglo National Bank, San 
Francisco, will lead the “Loan Com- 
mittee in Action” session, and partic- 
ipants will include G. C. Pettygrove, 
R. C. Larson, George Botta, and Silas 
O. Payne. 


sity, on 


Stanford Course Il 


In Course II, G. C. Pettygrove, 
Mortgage Loan Supervisor, Penn 
Mutual Life Insurance Company, 
San Francisco, will lecture on “In- 
vestment Policies and Practices of 
Institutional Investors on Income 
Properties—as Pertaining to Life In- 
surance Companies’’; and Ralph 
Wright, President, Union Bank & 
Trust Company, Salt Lake City, will 
discuss the same subject as pertaining 
to mutual savings banks, commercial 
banks, and other investors. 

Silas O. Payne will discuss “The 
Production of Mortgage Loans — 
Apartments”; Clem Glass, Vice Presi- 
dent, W. Ross Campbell Company, 
Los Angeles, California, “The Pro- 
duction of Mortgage Loans—Shop- 
ping Centers and Other Retail Prop- 
erties”; J. R. Jones, Vice President, 
Security-First National Bank of Los 
Angeles, “Financial Statements”; G. 
C. Pettygrove, “Industrial Financ- 
ing’; Richard H. Howlett, “Collat- 
eral Documents”; Ray Lapin, Presi- 
dent, Bankers Mortgage Company of 
California, San Francisco, California, 
“Mortgage Office Management” and 
‘Personnel Management”; Thomas L. 
Lowe, Vice President, Pacific Mutual 
Life Insurance Company, Los An- 
geles, “Market Analysis”; and Dr. 
Kreps, “Developments in Short-Term 
Money Markets and Bank Credit.” 

Roger C. Olson will head a panel 
to discuss “The Investor’s View of 
Mortgage Loans on Apartments, Re- 
tail and Industrial Properties.” On 
this panel will be Clem Glass discuss- 
ing “Retail Properties”; G. C. Petty- 
grove discussing “Industrial Proper- 
ties”; and Urban K. Wilde, Manager, 
Mortgage Loan Department, Cold- 
well, Banker & Company, Los An- 
geles, discussing “Apartment Build- 
ings.” 

The field trip, with Willis R. Bry- 
ant and R. F. Moretti, Vice President, 
Bank of America, San Francisco, as 
co-leaders, will visit the Stanford 
University Project, Wilders Town 
and Country Village, Hillsdale, West 
Lake Development, and Stonestown. 

Willis R. Bryant will be Chairman 
for the opening dinner for Course I, 
and Lowell H. Duggan, President, 
Duggan Investment Company, Ala- 
meda, will act in similar capacity for 
Course II. John F. Austin, Jr., will 
deliver the opening addresses. 


Quoting from the introduction to 
the School brochure, the need for 
formal specialized industrial educa- 
tion has been recognized and met by 
the nation’s leading industries and it 
is no less vital to our own. The pro- 
gressive executive will give serious 
consideration to the selection and en- 
rollment of staff members in the 
School of Mortgage Banking, for the 
benefits are manifold. Enrollment is 
a vote of confidence to the employee 
selected and, through education, will 
instill further interest in his profes- 
sion and challenge him to substanti- 
ate this confidence. 

The Trust Committee of MBA, too, 
has recognized the need for prepar- 
ing well-trained young men and has 
attacked this problem through confer- 
ences with the business schools of the 
country. All indications are, however, 
that the industry will need to rely 
quite heavily on “employee training” 
for the further leadership of the in- 
dustry. 

The development of the mortgage 
banking profession over the last quar- 
ter century has made the business 
increasingly complex and more diffi- 
cult for the young career man to un- 
derstand in its many ramifications. 
Many new sources of funds, new 
business avenues, extensive legisla- 
tion, and new systems, and procedures 
have made it a Herculean task to 
develop management by a strictly 
“in-service” procedure. 

One of the great advantages to be 
gained by attendance at the School 
of Mortgage Banking—not to be 
overlooked — is the opportunity to 
make new acquaintances with col- 
leagues throughout the entire country. 
All phases of the industry—insurance 
companies, banks, mortgage compa- 
nies, title companies, etc.—are repre- 
sented in both the student body and 
the faculty. 

What is the cost of this School pro- 
gram? Actually, $185 per course, 
per student. This fee includes attend- 
ance at all lecture and discussion ses- 
sions, student notebook, texts and 
study materials for home-study pro- 
gram, grading of home-study assign- 
ments, room and board accommoda- 
tions while on campus, and general 
guidance through the curriculum. 

Nearly 400 students are now en- 
roiled in some phase of the curricu- 
lum and the second graduating class 
will be presented at the Annual Con- 
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vention in Dallas this Fall. Reactions 
from the students and from the 
Alumni as to the value of the Courses 
has been most gratifying. The success 
of the School program—indeed, of 
our entire educational effort, to date 

attests to the high-type individuals 
making up the nucleus of our day-to- 


day working force; individuals ever 
interested in advancing the position 
of mortgage banking in the total 
American economic structure. 

The MBA School is the only com- 
prehensive educational program deal- 
ing specifically with the mortgage 
banking industry in this country. It is 


APPLICATION FOR ADMISSION 


designed to be a continuing program 
with students beginning in Course I, 
either at Northwestern or at Stan- 
ford. Those companies which are to 
be prepared for still further growth 
of their operations will have a num- 
ber of persons registered for the 1957 


sessions. 





IMPORTANT 
CHECK ONE: 


COURSE |— SCHOOL OF MORTGAGE BANKING 


[_] NORTHWESTERN UNIVERSITY /[ | STANFORD UNIVERSITY 
(CHICAGO CAMPUS) JULY 28 - AUGUST 3, 1957 


JUNE 23 - 29, 1957 


We hereby apply for admission of the following student to Course I of the School of Mortgage Banking 
in the session indicated above. It is understood that while the Educational Committee will make every effort 
to accommodate all those applying, it does reserve the right to accept or reject any applicant on the basis of 
capacity and demand, and on an evaluation of the student’s background in relation to this specific course of 
study. (Note: A student should have at least one year of experience in the mortgage banking business before 
entering Course I.) 


The following information is submitted on behalf of the applicant: 





1. Student Name 


APPLICATION SUBMITTED: 
FIRM NAME 
ADDRESS 


Date of Application 





REPRESENTATIVE OF FIRM 
Signed 


2. Position in Firm Pane 7 ere eee ee 
3. Age pe niniitinsinianiion Se 
5. Formal Educational Background: 
[] High School 
{_] College: 
a. Name __ = ieieleieilaacerigiandimniaitassaapintiiintnieatintinaibiaiais 
b. No. years completed. a ee oe 
c. Highest Degree es 4 — 
d. Major - =— a 
6. Number Years Experience in Business (All types) igitenidicnannittatiinipeinntnsiastiiainia 
7. Number Years Experience in Mortgage Banking Industry - = 
8. Approximate Annual Salary (Optional) ee 


A check in the amount of $185.00, to include tuition for Course I, the home-study program, all text and 
study materials, meals and lodging on campus, and general curriculum guidance, made payable to the 
Mortgage Bankers Association of America, will be remitted upon notification of acceptance. 


Title 


APPLICATIONS FOR ADMISSION SHOULD BE SUBMITTED NOT LATER THAN JUNE 10, 1957, FOR NORTHWESTERN 
SESSION, AND NOT LATER THAN JULY 15, 1957, FOR STANFORD SESSION. 
(APPLICATIONS ARE TO BE MAILED DIRECTLY TO: MORTGAGE BANKERS ASSOCIATION OF AMERICA, 

111 WEST WASHINGTON STREET, CHICAGO 2, ILLINOIS) 


(Additional Application Blanks May Be Secured From Headquarters Office) 
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Memphis Organizes Own YMAC 





The young men of the Memphis 
MBA have taken the lead in setting 
up a well-organized Young Men’s 
Activities Committee to function in 


manner as MBA’s own 


the same 
YMAC. 

The Memphis YMAC is function- 
ing with regular monthly meetings. 
Recent discussion has centered on 
topics such as 


“What effect the increase of FHA 
interest rates will have on our local 
market.” 

“What effect an increase in the 
VA rates would have.” 
han- 


“Maximum safe guards in 


dling construction loans.” 

“More efficient ways of processing 
mortgage loans.” 

“How to best use the spare time 
created by temporary slack periods 
of business.” 


The Memphis YMAC will con- 
duct VA and FHA Clinics to instruct 
the men and women who actually 
process VA and FHA loans. These 
Clinics are planned to aid these peo- 
ple in their individual jobs and to 
give them an over-all picture as to 
how their jobs fit into the processing 
cycle. These Clinics are planned for 
early summer, hoping that Congress 
will have taken some action on what 
will be done regarding the VA situ- 
ation. 


Each of the young men has sub- 
mitted individual forms used by their 
firms in the processing of loans, han- 
dling of construction loans and loan 
servicing and accounting, which they 
feel are good and that other firms 
might profit from using. These forms 
are being reviewed by the research 


sub-committee and the best of them 
will be presented in the next monthly 
meeting. The forms which “get the job 
done” in the most efficient manner 
will be made up into folders and 
presented to the Memphis firms for 
their consideration and use. 

Max B. Ostner heads the Memphis 
MBA this year and Arthur R. Dav- 
ant, Jr. is vice president and William 
F. Ledsinger, secretary-treasurer. 

Above, the new Memphis YMAC, 


left to right, standing, James E. 
McGehee, Jr.; Albert Austin; Allison 
McNeill; Cary Whitehead, MBA- 
YMAC chairman; L. V. Sharp, chair- 
man of YMAC in Memphis MBA; 
Bill Farr and Parker Dinwiddy. Left 
to right, seated, Frank Robinson; Sid- 
ney Katz; David Hamilton; Mr. Ost- 
ner; John F. Stone; John Starks; 
Robert Buxbaum and Elmore Har- 
mon. 

Other members of the Memphis 
YMAC not shown in the photo above 
are William Trainer; James Bradley; 
Michael McGee; Joseph Clark; 
Charles Fant; Hall Jones, Jr.; Rich- 
ard Barnett; Smith Shippers; Frank 
Novitzki; Edward Thoni; George 
Everett; Everett Norfleet and Bowers 
Clement. 


Bacon Heads Denver MBA 


C. A. Bacon, vice president, Mort- 
gage Investments Co., Denver, has 
been elected president of the Denver 
MBA. Named vice president was 
Albert Moye of Van Schaack & Co., 
Tony Bowler of Jordan Mortgage 
Co. was elected secretary-treasurer. 
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INVESTMENT 


and enthusiastic 


Sound architecture... 


proven design... 


public acceptance create unusually fine investment qualities 
for Dunbar-design Homes. 37 spacious, contemporary models, 
all exceeding 904 sq. ft., factory built in Toledo for midwestern 
builders. A sound mortgage investment potential for you. 


Write our Mortgage Fi- 
nance Director, Mr. W. 
G. Hodupp, for illustra- 
ted brochure. 


DUNBAR INDUSTRIES, INC. «+ 





D U N BAR design 


3810 UPTON AVE. « TOLEDO 





13, OHIO 
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R. E. Smith New Jersey MBA Head 





>> ROBERT E. SMITH HEADS NEW JERSEY MBA: Robert E. Smith, 
second vice president of Mutual Benefit Life Insurance Company, was in- 
stalled as president of the New Jersey MBA, succeeding Philip Zinman of 
Camden. Installed with Smith were first vice president, Frederick C. Stob- 
aeus, National Mortgage Company, Newark; second vice president, Raymond 
A. Mulhern, Underwood Mortgage & Title Company, Irvington; and 
treasurer, Charles J. Horn, National State Bank of Newark. Left to right, 
President Smith, MBA President John F. Austin, Jr. and Mr. Zinman. 
President Austin addressed the group and said America can look forward 
to one million or more homes being built this year despite the present diffi- 


culties in financing 


& Trust Co.; H. T. Watkins, presi- 
R. S. Del Donno Is dent, H. T. Watkins & Co. and 


Arkansas MBA Head Burton Dougan, vice president, Beach 


Abstract & Guaranty Co. 
S. Del D », vice president, T . . 
R. S. Del Donno, vice president [The membership committee con- 


Charles F. Curry & Co., has been ists of William E. Terry, chairman; 
elected president of the Arkansas Howard Johnston, vice president-sec- 
MBA. Gene Carroll, assistant secre- rotary First Federal Savings & Loan 
tary, The Guardian Co., was named Association of Little Rock; Sam 
vice president and William E. Terry, Fleming: Zack Wood, cashier and 
president, William E. Terry & Co., secretary, Union National Bank and 


ae f = _ marke a asurer. | oo tors Frank McGehee, assistant secretary, 
include Eibert Pausett, president, rst Pyramid Life Insurance Com- 
Fausett & Co.; Jack Collier East, Be 

: pany. 


president, Jack Collier East Co., Inc. 
and Sam Fleming, vice president, T. 
J. Bettes Company. 

Che 


of the board of directors. 


Publicity and public relations com- 
mittee consists of R. E. Weaver, Jr., 
president, Weaver & Co., Inc., chair- 
man; B. Finley Vinson, vice presi- 
dent, The First National Bank; Roy 
Bilheimer, executive vice president- 
treasurer, The Guardian Company 
and W. P. Spotts, treasurer, Little 
Rock Abstract Company. 


legislative committee consists 


Che program committe consists of 
Abe Rosen, Block Mort- 
gage Company, chairman; Gardner 

vice president, Worthen Bank 


Lile, 


secretary, 
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Dwight Lowrey New 
Head of Hawaii MBA 


Dwight H. Lowrey, vice president 
and treasurer of the Cooke Trust 
Company, was elected president of 
the Hawaii MBA. He succeeds the 
late Roy E. Devereux. 

Other new officer-directors 
Harold A. Robinson, mortgage de- 
partment for Theo. H. Davies, vice 
president; Frank Wood, Bishop Na- 
tional Bank vice president-secretary; 
Stephen K. Miyagawa, Central Pa- 
cific Bank assistant cashier-treasurer; 
Ralph T. Warner, Honolulu, Mort- 
gage Company vice president-director. 


OBITUARY 


George Ward Gilligan, who headed 
George W. Gilligan, Inc. in Washing- 
ton, was injured in an automobile 
accident and died later in a Wash- 
ington hospital. Prior to forming his 
firm he was associated with 
various Washington mortgage and 
real estate firms and has long been 
a member of MBA. 


PERSONNEL 


are: 














own 





the Mortgage 
111 West Washington Street, Chicago 








MORTGAGE LOAN MAN AVAILABLE 

Ten years’ experience, all phases loan 
servicing and origination with leading 
mortgagee. Presently manager mortgage 
loan department of correspondent. Back- 
ground includes accounting appraisal, 
credit, correction, construction, personnel, 
and management. Married, age thirty-five. 
Desire responsible position. For complete 
resumé, write Box 419. 


Prefab acceptance company needs well 
qualified mortgage man for president. Pre- 
fer zoning man with insurance company 
or bank experience and contacts. Write 
Box 425. 


WANTED: MORTGAGE COMPANY 
NOW SERVICING LOANS. For Life 
Insurance Companies, Banks and Institu- 
tional Lenders. Client desires immediate 
cash purchase but will consider other basis 
if preferred. Write giving full details on 
annual volume and institutions represented. 
All replies held in strictest confidence. 
Harrison L. Winter, Atty., Miles & Stock- 
bridge, 10 Light Street, Baltimore 2, Mary- 
land. 


SERVICING MAN WANTED 
Established, progressive Chicago firm 
has attractive opening for young man with 
accounting background as assistant to serv- 
icing department manager. Remuneration 
commensurate with experience and ability. 
Write Box 426. 





YOWN S. ORVEK Ky 
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Consider the immediate and long- 
range benefits. Then take one im- 
portant step—require insured titles 
only. Remember, the small cost of 
title insurance is paid by the bor- 





wader Hl... 
the TITLE 





The special care you give mortgages 
in today’s tight money market pays 
off in many ways. Requiring insured 
titles for example gives you a more 
secure mortgage portfolio. Every 
mortgage becomes safer to hold, 
easier to sell, a safer investment. 


rower. 


In twenty states your needs re- 
ceive swift, careful attention from 
a nearby Minnesota Title man. A 
complete list of our officers and rep- 
resentatives has been published. May 
we send you our latest directory? 


Tire JNsURANCE Company 
OF MINNESOTA 


125 SOUTH 5th STREET 


FEderal 8-8733 


Capital, Sur plus and Reserves in excess of $4,000,000 


MINNEAPOLIS 2, MINNESOTA 


ARKANSAS FLORIDA GEORGIA KANSAS KENTUCKY LOUISIANA MINNESOTA 
MISSISSIPPI MISSOURI MONTANA NEBRASKA NORTH DAKOTA OHIO SOUTH CAROLINA 
SOUTH DAKOTA TENNESSEE UTAH WEST VIRGINIA WISCONSIN WYOMING 
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. peedier transfer of mortgages! 


It’s easy to plot a safe, sure course 

toward speedier transfer and more profitable 
sale of mortgages when you have the 
dependable protection of Title Insurance. 
























































A Kansas City Title Insurance Company policy 
guards against the hazards of uncharted 
claims and costly losses due to defects in 
title to the security property. 




















Enjoy smooth sailing in all your mortgage 
transactions by calling in an experienced 
The Company is licensed in Kansas City Title agent teday. He'll steer you 


followi ° . P " . . 
Ge Ske ate straight with sound, reliable title service. 
Alabama, Arkansas, Colorado, 




















Delaware, Florida, Georgia, 

Indiana, Kansas, Louisiana, 

Maryland, Mississippi, Mis- 'e I 

souri, Montana, Nebraska, Aansas Gi pitle 

No. Carolina, Ohio, So. Car- 

olina, Tennessee, Texas, LICE 

Uteh, Virginia, Wisconsin, 

Wyoming and in the Dis- 

trict of Columbia and Terri- Capital, Surplus and Reserves Exceed $4,500,000.00 

tory of Alaska. " ildi 10th i . 

cu OFFICES: Title Building 10th & Walnut Streets Kansas City 6, Mo. 

Baltimore, Maryland; 210 North Calvert Street — Little Rock, Arkansas; 214 Louisiana Street 
Nashville, Tennessee; S.W. Cor. 3rd & Union Streets — Memphis, Tennessee; 60 North 2nd Street 





